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An Organization for the 
Protection of Trade-Marks and Trade-Names 





The United States Trade-Mark Association, organized in 1878 and incorporated 
in 1887 as a non-profit organization under the laws of the State of New York, 
perform the following services for its members: 


LIBRARY OF TRADE-MARK INFORMATION 


During its sixty-six years of existence the Association has been accumulating comprehen- 
sive records, files and a general library of information on trade-mark matters. Members or 
their counsel have access to these records at any time. 


DISTRIBUTION OF TRADE-MARK INFORMATION 


From the trade-mark data on hand and constantly being gathered on state, federal and foreign 
law enactments, rules and regulations of administrative bodies, court decisions, articles and 
addresses by authorities, the Association by means of its formal publications, such as “The Trade- 
Mark Reporter,” “Master Index and Digest to the Trade-Mark Reporter (1911-1936),” and 
frequent “Legal Reports,” distributes valuable and timely trade-mark information and discussion 
among its members. 


LEGISLATIVE ACTIVITIES 


In all cases where manufacturers are confronted by proposed state, federal or foreign trade- 
mark laws, rules and regulations of administrative bodies or laws deemed adverse to their 
interests, the Association places its facts and findings at the disposal of the trade-mark owners 
concerned so that they can point out to lawmakers and others the harmful features and effects of 


such measures. Conversely, the same procedure is followed for measures deemed beneficial and 
constructive. 


SPECIAL SERVICES 


In addition to the foregoing general services, the Association is prepared to perform various 
special services free for members, or at cost when outlays of money or unusual expenditures 
of the staff’s time are involved. 

These special services consist of investigations of fact, trade-mark searches, notifications, filing 


and publication of slogans and all similar matters which do not involve or imply the practice 
of law. 


SOUND POLICIES AND PRACTICES 


The activities of the Association are at all times planned and supervised by a strong Board 
of Directors composed of important trade-mark owners whose efforts are supplemented and 
guided by able committees composed of business men and trade-mark attorneys. This makes 
the Association’s services of exceptional value to members. 
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INCENTIVES TO REGISTER 


PART I 


INCENTIVES TO REGISTER GIVEN BY THE NEW TRADE-MARK 
ACT* 


By IVallace H. Martin’ 


One hears much criticism of the Lanham Act—its draftsmanship is imperfect, 
its meaning is not clear, its language is too involved. One is doubtiul whether or 
not to admit having had anything to do with the Act. 

That the Lanham Act is not perfect goes without saying. There is an explana- 
tion for some of its imperfections. In the first place, so much time was spent on 
controversial provisions that little time was left to consider general revision of 
all the sections. Then, as to the controversial provisions, much of the language 
employed is in the nature of a compromise, and in a number of instances the 
resultant phraseology is involved and not too clear. With the amendments already 
proposed to the Act—about which more later—it is believed we have a workable 
trade-mark law with adequate incentives to register, which should result in a more 
complete register of trade-marks in Washington. 

I have chosen to say a few words on these incentives. ; 

When Mr. Lanham, on January 19, 1938, introduced his first trade-mark bill, 
most trade-mark lawyers agreed that there was need for trade-mark legislation 
either in the form of a rew act or by way of amendment to the old act. There 
were various types of marks which were not protected under the old acts, such as 
service marks, certification marks, collective marks, descriptive or geographic 
marks, which had acquired secondary meanings and which were not registrable 
under the ten-year clause; and, finally, marks which were concurrently used in 
different sections of the country, only one of which was entitled to be registered 
under the 1905 Act. 

There was another reason for new trade-mark legislation. Too small a propor- 
tion of the marks used were registered. There was need for an incentive to register 
so that the great majority of trade-mark users would register their marks in the 
Patent Office where others who desired to select new marks would be able to find 
them and avoid the selection of confusingly similar marks. It was not uncommon 
for owners of registered marks to run into confusingly similar common law marks 
with prior usage. In a country as big as ours, one company in the East may use 
the same trade-mark as that used by a second company in the far West, without 
either knowing anything about the other’s use. 


* Paper delivered before the New York Patent Law Association at the Hotel Roosevelt, 
New York City on November 6, 1946. 

1. Chairman of the Lawyers’ Advisory Committee of the United States Trade-Mark Asso- 
ciation, Chairman of the Trade-Mark Committees of the American Bar Association and the 
New York Patent Law Association. 
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Under the old trade-mark acts the only substantial benefit derived from regis- 
tration was the right to sue in the Federal court. For that reason there was little 
incentive given to trade-mark owners to register their marks, and many trade- 
mark users did not go to the trouble and expense to secure registrations. There 
are some 400,000 registrations in Washington. We do not know how many un- 
registered marks are in use, but it is safe to say there are several times that number. 
With the existence of this situation it has been difficult for trade-mark counsel to 
make an accurate search for confusingly similar marks. It has not been unusual 
for a trade-mark owner, upon finding no confusingly similar marks registered 
in the Patent Office and thereafter securing his registration, to be confronted with 
a cancellation proceeding by the owner of a mark with prior usage. 

This was the situation when the first Lanham Bill, H. R. 9041, was drafted. 

Obviously H. R. 9041 was intended to give special incentives to trade-mark 
owners to register their marks. 

Section 10 provided that “a registered trade-mark shall be assignable either 
with or without the good-will of the business.” 

Section 14 provided that after the five-year period for cancellation had expired, 
“the exclusive right of the registrant to his trade-mark shall be incontestable.” 

By these two provisions the common law of trade-marks would have been 
destroyed and the registrant, in effect, would have been given a patent, in the 
form of a trade-mark, the exclusive right in which after five years would have 
become incontestable with no exceptions and no provisos. You can very well 
imagine the opposition of the Department of Justice to any such monopolistic 
provisions. Wholly apart from that aspect of the Bill, we must admit that the 
drafters of these provisions were including in the Bill effective incentives to 
register. Registration would have been a government grant of great value. Failure 
to register would have been disastrous. 

Then there was another important incentive to register included in H. R. 9041. 

Section 24 provided that registration under the Act would be “notice of the 
registrant’s claim of ownership thereof.” A modification of this provision appears 
in the present law and is later discussed. 

We come now to the final incentive to register included in H. R. 9041. 

Section 32 provided that “It shall be unlawful to use any mark in commerce 
unless and until such mark has been deposited in accordance with this section.” 

Thus it becomes apparent that the first Lanham Bill was intended to prepare 
the way for a register of trade-marks which would include all marks used in com- 
merce. First trade-mark owners were given real incentives to register and then 
their use of marks in commerce which had not been deposited was made unlawful. 

While the efforts of the proponents of this Bill to provide appropriate incentives 
to register were recognized as being commendable, nevertheless many trade-mark 
lawyers, who believed in the common law of trade-marks, felt that the basic trade- 
mark law should not be sacrificed to provide incentives to register, especially since 
in their view the proper incentives to register could be provided without making 
that sacrifice. The requirement for compulsory deposit was dropped from the next 
trade-mark bill but not so with Sections 10 and 14. Then began the long drawn 
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out fight to eliminate the provision in Section 10 for assignment apart from good- 
will and to qualify the provision in Section 14 for incontestability. 

H. R. 4744, introduced by Congressman Lanham on March 3, 1939, was fol- 
lowed by H. R. 6618 which was introduced in the House on June 1, 1939, and 
passed by the House on July 17, 1939. In the following year, H. R. 6618 passed 
the Senate also, but later was recalled by the Senate. These Bills in the House 
provided for the assignment of trade-marks “either with or without the good-will 
of the business. The Senate amended the section to provide for assignment “upon 
such terms and conditions as the parties may agree.” 

In the meantime, the Patent, Trade-Mark and Copyright Section of the Ameri- 
can Bar Association was becoming more and more interested in these Trade-Mark 
Bills. The pending Bill was discussed at the San Francisco meeting in 1939. At 
the Philadelphia meeting in September, 1940, it was determined to hold a special 
Section Meeting in Washington. In January, 1941, the Trade-Mark Committee 
presented to the Section numerous amendments to H. R. 102, the Bill which suc- 
ceeded and which was substantially identical with H. R. 6618 as approved by the 
Senate. The most important amendment provided for the assignment of trade- 
marks “in connection with the good-will or the business in which the mark is used 
or the part thereof to which it is appurtenant.” Other important amendments 
were certain exceptions to incontestability, provision for concurrent registrations 
and elimination of provisions for punishment of trade-mark infringement as a 
criminal offense. 

The Section approved the proposed amendments, and in March, 1941, the 
House of Delegates of the American Bar Association approved the amendments. 

With the idea of unifying the efforts in support of the new Trade-Mark Bill, 
Mr. George Folk suggested that representatives of the various committees get 
together, and in April, 1941, a Co-Ordination Committee was organized which 
after much controversial discussion agreed on numerous amendments including 
the provision that a mark should be assignable with “that part of the good-will of 
the business connected with and symbolized by the mark” and the insertion of a 
number of important exceptions to incontestability. Mr. H. M. McLarin, who 
has since passed away, deserves special mention for his tireless, able, and concilatory 
efforts on these amendments. 

Since that time amendments to the current Lanham Bill have continually been 
proposed and are still being proposed, will be discussed later. 

Now what incentives to register have been left in the Lanham Act? 

In, my view, the constructive notice provision of Section 22 offers an impor- 
tant incentive to register. Marks registered under the 1881 and 1905 Act as 
well as the Lanham Act are entitled to the benefits of this section. As a result, it 
is not necessary to bring these old registrations under the new Act in order to get 
this benefit. The incentive to register provided by this action applies only to 
new marks or to old marks which have not been registered under the 1881 or 
1905 Act. 

In the case of 1881 and 1905 registrations, constructive notice of the regis- 
trant’s claim of ownership begins with the effective date of the Act unless subse- 
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quently registered, in which case it starts with the date of registration. Registra- 
tion on the new Act is constructive notice of the registrant’s claim of ownership. 
If anyone thereafter starts using the same or a confusingly similar mark on goods 
of the same descriptive properties, such use will not be a bona fide use, since he 
is presumed to know that the mark has been registered in the Patent Office. His 
lack of a bona fide use theoretically would deprive him of a defense to a suit by 
registrant regardless of whether registrant had actually sold goods bearing the 
registered mark in the same territory. Whether the courts will so construe the 
Act remains to be seen. If so, registration will give the registrant rights throughout 
the country. 

Furthermore, if the courts uphold the constructive notice provision, the owner 
of an earlier used common law mark will not be permitted to extend the use of 
such mark into territories where the mark had never been used prior to the date 
of the registration in the Patent Office by a subsequent user of the same or a con- 
fusingly similar mark for goods of the same descriptive properties. 

It is apparent that the simplest way to protect common law marks used in 
commerce is to register them and at once. 

Thus, Section 22 creates a real incentive to register. If the courts give Section 
22 the construction intended, there is reason to believe that, with the exception 
of those used only in local businesses, all marks will be registered in Washington 
where those interested in choosing new marks may find them. 

Another important incentive to register will be found in Section 14 which, 
with certain exceptions, limits the right to apply to cancel to five years, and 
Section 15 which with even more exceptions makes the right to use incontestable. 

The principal advantage to be gained from the two sections is the freedom from 
attack based on an earlier common law mark. If a mark has been registered for a 
period of five years during which time cancellation proceedings may be brought, 
thereafter the registrant is free from attack based on prior use. 

Most trade-mark lawyers have seen injustices arise under the 1905 statute. In 
our office now we have an appeal from the Examiner’s decision cancelling, because 
of the prior use of a similar mark, a mark registered in 1899, widely and continu- 
ously used ever since and the basis of registrations in some 30 foreign countries. 

Under the Lanham Act such an attack against an old mark can be prevented, 
and so another substantial incentive to register is provided. 

Last June the Senate, with no adequate opportunity for opposition, inserted in 
the then pending Lanham Bill several objectionable amendments which would seem 
to reduce the incentive to register. 

Provision was included in Section 14 for the cancellation of a certification mark 
on the ground that the registrant engaged in the production or marketing of any 
goods or services to which the mark was applied, or permitted the use of the 
mark for other purposes than as a certification mark, or discriminately refused 
to certify the goods or services of any person who maintained the standards or 
conditions which such mark certified. 

The foregoing provisions preclude the registration of many normal certifica- 
tion marks. Automobile companies regularly use their marks not only as trade- 
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marks on their cars but also as service marks to identify their own servicing and as 
certification marks to certify the servicing of authorized agencies. It is difficult 
to understand how anyone would want to register his certification mark under the 
present Act. 

The Senate also included at the end of Section 14 a proviso permitting the 
Federal Trade Commission to apply to cancel a mark on certain grounds. Since 
under its own statute the Federal Trade Commission has the right to proceed 
against any trade-mark owner who is using his mark to deceive the public, it is 
believed its present powers are sufficient. 

The Senate also included as a defense or defect to incontestability in Section 
33 (b)(7) “That the mark has been or is being used to violate the anti-trust 
laws of the United States.” This provision would seem to result unnecessarily 
in extending litigation and in harassing trade-mark owners by investigations of 
activities only remotely related to the trade-mark issues involved. It might very 
well discourage registration under the Act rather than encourage it. 

At the recent meeting in Atlantic City of the Section of Patent, Trade-Mark 
and Copyright Law of the American Bar Association, the Section voted to sub- 
mit to the House of Delegates a resolution that the Lanham Act should be amended 
by deletion of the foregoing provisions. 

In addition, the Section voted a number of other amendments including the in- 
sertion, at the end of Section 15, of a provision that no incontestable right shall 
be acquired in any mark prior to July 5, 1954. The purpose of this amendment 
was to delay for a period of two years the right to acquire incontestability so that 
those who are interested can acquire the earliest possible date for incontestability. 
Under the present Act it is possible that many who file on the same date may 
receive different incontestability dates through no fault of their own. 

One other amendment I think will be of interest to the Association. It involves 
a rewording of Section 14. Some of you no doubt will recall the possible con- 
struction of the last clause of Section 14 (c) that one ground for the cancellation 
of a mark at any time was the ground “If the mark was registered under the Act 
of March 3, 1881, or the Act of February 20, 1905, and has not been published 
under the provisions of subsection (c) of Section 12 of this Act.” This language 
of Section 14 (c) was intended merely to preserve the right to apply to cancel 
an 1881 or a 1905 registration at any time on a showing of damage in accordance 
with the provisions of the old acts. The language was not intended to permit 
cancellation of such marks on the ground that they had not been published under 
the provisions of the new Act; nevertheless it must be conceded that the present 
Act may be subject to that construction. For that reason it was thought advisable 
to remove this particular clause from Section 14 (c) and to insert it in a separate 
clause at the beginning of the Section. 

Section 14 as presently drafted fails to make appropriate distinction between 
applications to cancel marks registered under the various acts. Furthermore, 
there is no hearing provided for and no specific authority given for the cancellation 
of a mark during the incontestable period of a registration on the ground that it 
was not registrable at the time of application. 
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In order to correct these defects the Trade-Mark Committee of the American 


Bar Association recommended that Section 14 be amended as follows, the part in 
brackets to be omitted and the part italicized to be insterted: 


Section 14. A. Any person who believes that he is or will be damaged by the 


registration of a mark [on the principal register established by this Act, or under the 
Act of March 3, 1881, or the Act of February 20, 1905] may upon payment of the pre- 
scribed fee, apply to cancel said registration— 





(1) At any time in the case of a registration of a mark under the Act of March 3, 
1881 or the Act of February 20, 1905, which has not been published under Section 
12 (c) of this Act; 

(2) In the case of a registration of a mark on the principal register established 
by this Act or a registration of a mark under the Act of March 3, 1881 or the Act of 
February 20, 1905, which has been published under Section 12 (c) of this Act— 

(a) within five years from the date of the registration of the mark under this 
Act; or 

(b) within five years from the date of the publication under Section 12 (c) 
hereof of a mark registered under the Act of March 3, 1881, or the Act of Febru- 
ary 20, 1905; or 

(c) at any time if the registered mark becomes the common descriptive name 
of an article or substance on which the patent has expired, or has been abandoned 
or its registration was obtained fraudulently or contrary to the provisions of Sec- 
tion 4 or of subsections (a), (b), or (c) of Section 2 of this Act for a registra- 
tion hereunder, or contrary to similar prohibitory provisions of said prior Acts 
for a registration thereunder, or if the registered mark has been assigned and is 
being used by, or with the permission of, the assignee so as to misrepresent the 
source of the goods or services in connection with which the mark is used; or 
[if the mark was registered under the Act of March 3, 1881, or the Act of Febru- 
ary 20, 1905, and has not been published under the provisions of subsection (c) 
Section 12 of this Act, or] 

(d) at any time in the case of a certification mark on the ground that the 
registrant [(1)] does not control, or is not able legitimately to exercise control 
over, the use of such mark. [or (2) engages in the production or marketing of 
any goods or services to which the mark is applied, or (3) permits the use of 
such mark for other purposes than as a certification mark, or (4) discriminate- 
ly refuses to certify or to continue to certify the goods or services of any person 
who maintains the standards or conditions which such mark certifies. 

Provided, That the Federal Trade Commission may apply to cancel on the grounds 
specified in subsections (c) and (d) of this section any mark registered on the principal 
register established by this Act, and the prescribed fee shall not be required.] 

B. The Commissioner shall refer such application to the Examiner in charge of 
interferences who shall give notice thereof to the registrant. The Commissioner shall 
cancel the registration if it appear after a hearing— 

(1) In the case of a registration of a mark under the Act of March 3, 1881 
or the Act of February 20, 1905, which has not been published under Section 12 (c) 
of this Act, that the registrant was not entitled to register the mark at the date 
of his application for registration thereof or that the mark is not in use or that 
its use has been discontinued with the intent not to resume its use; 

(2) In the case of a registration for which application to cancel has been filed 
in accordance with subsection (a) or (b) hereof, that the registrant was not 
entitled to register the mark at the date of his application for registration thereof; 

(3) In the case of a registration of a mark on the principal register established 
by this Act or the registration of a mark under the Act of March 3, 1881 or 

the Act of February 20, 1905, which has been published under Section 12 (c) of 
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this Act, that any of the grounds for cancellation specified in subsections (c) or 
(d) hereof has been established. 


When this amendment was submitted to the Section a further amendment was 
proposed from the floor to Section 14 (B)(1), striking the words at the end of 
that subsection “is not in use or that its use has been discontinued with the intent 
not to resume its use,’ and inserting in place thereof the words “has been aban- 
doned.”’ 

The words used by the Trade-Mark Committee were intended to preserve to 
registrants under the old acts the same grounds for cancellation specified in the 
old acts. Under the new Act a mark shall be deemed to be “abandoned”’ 


(a) When its use has been discontinued with intent not to resume. Intent not to 
resume may be inferred from circumstances. Non-use for two consecutive years shall be 
prima facie abandonment. 


(b) When any course of conduct of the registrant, including acts of omission as well 
as commission, causes the mark to lose its significance as an indication of origin. 


Under the old act it was necessary, in order to prove that a mark had been 
abandoned, to show intent to abandon, while under the new act intent may be 
presumed from non-use for two consecutive years. Furthermore, under the new 
law any act of omission or commission which causes the mark to lose its significance 
as an andication of origin will cause the mark to be abandoned. 

The Trade-Mark Committee believed that it was necessary to recognize the 
differences in the definitions of the word “abandoned” in the old acts and the new 
Act, particularly in view of Section 49 of the present Act which provides: 

Nothing herein shall adversely affect the rights or the enforcement of rights in marks 
acquired in good faith prior to the effective date of this Act. 


The Section, however, thought that Congress should have the power to change 
the definition of “abandoned” and overruled the Trade-Mark Committee. 

Our Trade-Mark Committee will consider these and other proposed amend- 
ments shortly. If any of you in your examination of the Act have run across 
errors or provisions which require amendment, especially amendments which give 
additional incentives to register, you are urged to transmit your suggestions to the 
Trade-Mark Committee. 
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THE LANHAM TRADE-MARK ACT* 
By Isaac W. Digges* 


TO EVERYONE WHO OWNS A TRADE-MARK 





Almost every reader of Printers’ Ink is interested in protecting a trade-mark. 
Effective July 5, 1947, this country will have a new trade-mark law—the Lanham 
Act (Public Law 489). 

Why did Congress pass a new trade-mark act? How does the new law affect trade- 
marks already in existence? How will it affect new trade-marks? What protection 
does the new law give a trade-mark owner that he did not have before? 

Although Printers’ Ink has given some intimation of the answers to these questions 
since the passage of the act, it sensed that a more comprehensive discussion of this new 
law would be valuable to many of its readers. 

It was natural that we should turn for help to Isaac W. Digges, counsel to Printers’ 
Ink and other organizations in advertising. Mr. Digges, who assisted in drafting the 
law and who is on the Lawyers’ Advisory Committee of the United States Trade-Mark 
Association which is annotating the statute for the Commissioner of Patents, was in 
just the right position to prepare a commentary on the new legislation. 

Following our suggestion, it was his decision that he make a painstaking study of 
the Lanham Act. That study was submitted to us just in time for us to announce in 
our last week’s issue that we would publish it this week. It appears in full beginning 
on the following page. 

Mr. Digges’ study takes the form of three articles which we ordinarily would publish 
in three issues. However, it has been developed in such an orderly and chronological 
fashion we think it deserves to be presented as a whole. Interest on the part of advertis- 
ers in the Lanham Act dictates that we present this information as quickly as we can. 

The Act itself contains 22 pages of closely printed text. What Mr. Digges has done 
is to single out for comment the salicnt features of importance to our readers. 


It is with pride and enthusiasm that we present to advertisers, agencies and media 
this authoritative and timely study. 


































ELpRIDGE PETERSON, 
Editor, Printers’ Ink. 


CHAPTER I 


Is the Act Constitutional? 


On July 5, 1947, the United States will have a new trade-mark law, known 
as the Lanham Act, which in important particulars differs from all previous 
Congressional legislation on that subject. Most important, Congress for the first 
time is attempting to create substantive rights in trade-marks employed in inter- 
state commerce. 

The heart of the new legislation may be found in Section 33 (b) of the Act, 
which includes Section 15 by reference. There it is provided that the right to 
the exclusive use of a registered mark in interstate commerce, may, under certain 
circumstances and with certain exceptions, become “incontestable” upon the filing 
of an affidavit by the registrant at the end of ny five years subsequent to regis- 
tration, setting forth that the mark has been ir use for such a five-year period. 









* Reprinted with the permission of Printers’ Ink from the issue of November 29, 1946. 


1. Member of the Lawyers’ Advisory Committee of the United States Trade-Mark 
Association, Counsel to Printers’ Ink. 
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New Grant of Property Rights 


These sections of the Act thus draw together the registration of the mark and 
the acquisition of the exclusive right to use the mark in interstate channels. Previ- 
ous legislation of Congress of a civil character merely attempted to give procedural 
advantages to the first registrant on the Federal register. The new law clothes 
the user, under the circumstances and exceptions set forth in Sections 15 and 33 (b), 
with definite property rights, by vesting him with the right of exclusive use of his 
mark in interstate commerce. It is this startling innovation in Federal legislation 


which gives rise to the question whether Congress has the inherent power to enact 
such a law. 


Implied Power 


Those who framed the Constitution of the United States, laboring in an agrarian 
economy, when the center of population was in Eastern Maryland, did not mention 
trade-marks in the text of that instrument. They did, however, give Congress broad 
powers to regulate interstate commerce. The Federalist papers, authored by 
Madison, Hamilton and Jay, are likewise silent on the specific question of trade- 
marks. Nevertheless, Madison, hardly an advocate of an overweening Federal 
establishment, writes in the Federalist (No. XLII) of the “necessity of a superin- 
tending authority over the reciprocal trade of confederated states” and concludes 
that, ““Nothing which tends to facilitate the intercourse between the states can be 
deemed unworthy of the public [Federal] care.” 

An identification of goods, for sameness of quality and singleness of source, 
would seem in abstract logic to “tend to facilitate the intercourse between the 
states.” As argued by the Attorney General of the United States in the Trade- 
Mark cases at the October, 1879, term of the Supreme Court: ‘“Trade-marks 
are important instrumentalities, aids, or appliances by which trade, especially in 
modern times, is conducted. They are the means by which manufacturers and 
merchants identify their manufactures and merchandise. They are the symbols 
by which men engaged in trade and manufacture become known in the marts of 
commerce, by which their reputation and that of their goods are extended and 
published; and as they become better known, the profits of their business are 
enhanced.” I associate myself fully with that view. 

At first blush, therefore, it would appear axiomatic that Congress would have 
the power to legislate in respect of symbols of source affixed to commodities moving 
in interstate commerce, when it is demonstrable that such legislation promotes the 
free flow of goods in interstate channels. 


Historical Background 


However, the apparent logic of such a conclusion must be tested by various 
criteria of history, analogy and judicial interpretation. Historically, the weight to 
be given a particular concept may well depend upon the type of society prevailing 
at the time, for a concept of the general welfare of one era might be conceived to 
be against the national interest in another. In judicial construction, a burden on 
commerce in one age might be considered a necessary protection of the public 
interest in another. The lessons of legislative analogy also are helpful in clarifying 
the trends of Federal authority over interstate traffic as given effort by the courts. 
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In 1789, Virginia, almost entirely an agricultural state, was first in population. 
New York, today first in commercial activity and first in population, then ranked 
fifth in population. The burdens upon commerce, both domestic and foreign, which 
bulked large in the minds of the framers of the Constitution were burdens of 
retaliatory taxation or burdens upon transportation, principally waterborne traffic. 


There were also physical impediments imposed by the British fleet and Indian 
arrows. 


Legislation of 1870 and After 


The ending of the War between the States 75 years later, the opening of the 
West, the industrial revolution affecting both manufacture and transportation, the 
appearance in railroading of Gould, Fisk, Drew and Vanderbilt, all contributed 
toward a nationalized commercial market, which first made Congress aware of the 
need for protecting the symbols of business. It is not an accident that, coincident 
with the financial and commercial excesses of the times, the first Federal trade- 
mark law, enacted in 1870, should have been designed principally to provide for 
damage actions against those who wrongfully used a federally registered trade- 
mark. Six years later the Act of 1870, allowing for civil damages, was supple- 
mented by an Act making the fraudulent use, sale and counterfeiting of registered 
trade-marks a crime. For technical reasons—to be discussed later—these two 
Acts were struck down by the Supreme Court. 

Thereafter, in 1881, an Act was passed by Congress, providing for the registra- 
tion of trade-marks used in foreign commerce and in commerce with the Indian 
tribes. The Trade-Mark Act of 1905 superseded and broadened the Act of 1881, 
permitting the registration of trade-marks used in interstate commerce and granting 
procedural advantages as a result of registration. Two other Acts, those of 1920 
and 1938 followed, but they were of limited scope and are unnecessary to this 
discussion. 

The Act of 1946, under which we shall operate after July 4, 1947, has been the 
last step in the evolutionary process. It is interesting to note the quickening tempo 
of legislation as commerce has grown in volume and extent. In fact, the impulse 
for this latest legislation began more than seven years prior to its enactment, spon- 
sored by outstanding groups of trade-mark lawyers and businessment. 

In similar manner, we have witnessed a widening scope of regulatory powers 
in the field of commerce as applied to other related activities. The Clayton and 
Federal Trade Commission Acts of 1914, the new Food, Drug and Cosmetic Act, the 
Miller-Tydings Act, the Robinson-Patman Act, the Securities and Exchange Act, 
the agricultural marketing acts and others of like tenor have found Congressional 
approval in the first half of the twentieth century. The growth of national brands 
in that period may be illustrated by a simple statistic. When the Federal Trade 
Commission was born, there was a scant hundred million dollars being expended 
in national advertising. When the Lanham Act was signed, the money going 
into the national promotion of branded merchandise was easily ten times that figure. 
Today, through the magazines, radio, newspapers and other media of lesser penetra- 
tion, a brand name can be made known to practically the entire population of the 
United States overnight. The stream of commerce, which in 1879, according to 
the Supreme Court, flowed for the most part between citizens of the same state, 
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is today a highly organized and integrated system, so closely knit together in its 
component parts that a blockage of any essential channel in the system can almost 
completely stop navigation in the whole stream. In the last 67 years the emphasis 
has completely changed. Intrastate commerce is the minor factor; interstate 
shipments, marching hand in hand with community specialization, have come to 
play the predominating role. It is under these presently subsisting conditions 
that we must examine the powers of Congress to promote the general walfare in 
pursuance of its acknowledged right to regulate interstate commerce. 


Court Interpretation of the Legislation 


So much for a brief historical background to the Lanham Act. Judicial con- 
struction of the powers of Congress in the field of trade-marks began in 1879 with 
what was, and is, the leading case on the subject. (United States v. Steffens, et al., 
100 U. S. 82.) This important case requires strict scrutiny because it has been 
misread time and again by bench and bar. 

In that case, one Steffens and his fellow-defendants were charged, inter alia, 
with counterfeiting registered trade-marks in violation of the criminal provisions 
of the Act of 1876. That Act, and its predecessor of 1870, had made unlawful the 
imitation of all registered trade-marks whether used in interstate or intrastate 
commerce or not used at all. The convictions were upset by the Supreme Court 
upon the ground that Congress had no power to regulate commerce which was 
intrastate in character. It was suggested by the Attorney General that the Court 
should at least hold the statutes valid as to interstate commerce. The Court declined 
to do so, however, for two reasons: First, the indictments did not show that the 
counterfeited trade-marks were used in interstate commerce. (That reason alone 
would have been sufficient.) Second, the parts of the Act were not separable, and 
the Court had no power to “give to the words used by Congress a narrower meaning 
than they are manifestly intended to bear in order that. crimes may be punished 
which are not described in language that brings them within the constitutional power 
of that body.” 

Despite everything which since has been written to the contrary, the Court in 
the Steffens case most definitely did not say that Congress had no right to pass any 
substantive legislation in the trade-mark field. Listen to what the Court did say: 
“The question, therefore, whether the trade-mark bears such a relation to commerce 
in general terms as to bring it within Congressional control, when used or applied 
to the classes of commerce which fall within that control, is one which, in the 
present case, we propose to leave undecided.” 

This case and the language cited, are of transcendent importance in what is to 
ensue. 

For example, in the case of American Trading Co. v. Heacock (285 U. S. 247), 
decided in 1932, the Chief Justice of the United States (Mr. Justice Hughes) 
stated: “While the Congress, by virtue of the commerce clause, has no power 
to legislate upon the substantive law of trade-mark, it does have the power to 
legislate . . . . in the government of the Philippine Islands.” The Chief Justice 
cited the Steffens case as authority for this statement, together with the cases of 
United Drug v. Rectanus (248 U. S. 90, 98) and American Steel Foundries v. 
Robertson (269 U. S. 372, 381). While the language quoted would seem to 
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stand for a proposition broader that the holding in the Steffens case, a reading of 
the entire opinion seems to make it clear that the Chief Justice was referring only 
to the lack of power of Congress over intrastate commerce as contrasted with its 
full power to legislate as to local commerce in the Philippine Islands. If this 
view of the case be not accepted, however, it can be said that the cited assertion 
was a non-binding, gratuitous one not necessary to a decision in the Heacock 
case. 

In the United Drug case, decided in 1918, and cited by Mr. Justcie Hughes in 
the Heacock case, the statement is made, in citing the Steffens case, that “property 
in trade-marks and the right to their exclusive use rest upon the laws of the several 
states.” However, in the same and an ensuing paragraph of the decision it is 
made apparent that the language cited was to be read with limitations, and that 
Congress did possess the power to enact legislation “within the range of its 
authority.” 

The facts in the case were simple. United Drug had a trade-mark in Massachu- 
setts, in connection with a business in that and neighboring states. Rectanus 
later, in good faith, without knowing of the mark used by United Drug, adopted 
the same mark in Kentucky, where United Drug had made no sales, and built up 
a valuable business under it over a long period of years. Rectanus sold only in the 
State of Kentucky. United Drug was held not to have the right to stop Rectanus 
as an infringer. On these facts, it is clear that there was no conflict which tran- 
spired in interstate commerce. The entire commerce of Rectanus was within the 
boundaries of a single state; he was the first user in that state; and he acted in 
good faith. Had he not acted in good faith, but with an attempt to arrogate to 
himself the good-will of United Drug, another result might have been anticipated. 

In the American Foundries case, decided in 1925, the last of the cases referred 
to by Mr. Justice Hughes, the Court was concerned solely with the question whether 
an alleged infringing mark should be admitted on the registry of the Patent Office. 
It found that the marks at issue were not confusingly similar and allowed the 
registration. During the course of its opinion, the Court made some general 
observations upon the law of trade-marks, concluding in these words: “These 
principles, it must be assumed, were in mind when Congress came to enact the regis- 
tration statute. [The principles referred to had nothing to do with the powers 
of Congress over trade-marks.] And, since that body has been given no power 
to legislate upon the substantive law of trade-marks, it reasonably may be assumed, 
also, that to the extent the contrary does not appear from the statute, the intention 
was to allow the registration of such marks as that law, and the general law of 
unfair competition of which it is a part, recognized as legitimate.” 

The Court cited no authority for this observation, but it is significant to note 
that it follows almost verbatim the language in the Heacock case, which in turn 
cited the Steffens case. The language, in the manner used, is unfortunate. Never- 
the less, the power of Congress in the domain of trade-marks was not before the 
Court. It was not among the questions certified for review. It is therefore not 
binding. The sole question for decision was whether a particular mark should be 


allowed to appear on the Federal register. The Court allowed the registration. 
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The quoted observation is what we lawyers call a “dictum,” that is, a general 
observation by the Court not necessary to a decision of the case before it. 

Since a stream can rise no higher than its source, it is apparent that the quoted 
observations from the Heacock, United Drug and American Steel Foundries cases, 
no matter how interpreted, do not alter the clear principle of the Steffens case, 
by which apparently they all were guided. 

The Steffens case is still good law, because no subsequent decision has attempted 
to overrule it. The Steffens case held that Congress could not legislate in the field 
of intrastate commerce. The Court declined, in the most specific terms, to rule 


on Congressional power to legislate as to property rights in trade-marks used in 
interstate trade. 


Implications of Judicial Interpretation of Other Laws 

Having considered historical facts and the views of the judiciary, this discus- 
sion might conclude by reference to Congressional legislation closely related to 
trade-marks, where the power to legislate has received judicial sanction. 

Certainly Congress had the power to enact the Federal Trade Commission 
Act, which, in its original form, broadly declared all unfair methods of competi- 
tion in commerce to be unlawful. Now, the law of trade-marks is but a part of 
the broader law of unfair competition. This proposition is so elemental as to 
require no discussion, for it is the purpose of the law relating to trade-marks not 
only to protect the trade-mark owner, but, more importantly, to protect the public 
from deception. Wherein does this established trade-mark principle differ from 
any other case of a false or misleading claim on the part of the interstate merchant ? 
In no manner whatsoever. They both stem from the same basic concept. The 
Federal Trade Commission Act, by its 1938 amendment, goes even further, by 
protecting the public from deceptive practices in commerce regardless of the effect 
upon competition. Concededly, the Federal Trade Commission may strike down 
a misleading trade-mark used in commerce. If an agency of Congress has that 
authority, can it properly be said that Congress itself has no power to legislate 
substantively in a field where its agent may function? The answer is clearly in 
the negative. 

But, it may be argued, the Federal Trade Commission Act merely prohibits 
unfair practices, whereas the Lanham Act affirmatively creates rights in trade- 
mark owners, under certain conditions. The reply to that contention would be 
that regulation can be positive as well as negative. Regulation means keeping 
in good order. Water power is created by channeling the flow, not by shutting 
off the stream. It should be added that Congress has already legislated affirma- 
tively in a matter of substance even more closely allied to the law of trade-marks. 
I refer to the Miller-Tydings law, which permits price-maintenance on trade-marked 
commodities in interstate commerce. From these two illustrations, it would appear 
that Congress already has enacted substantive laws which permit the regulation 
of trade-marked goods and in each instance their power so to legislate has been 
upheld by the Supreme Court. 

It would be a strange paradox to say that Congress can permit prices to be 
maintained on trade-marked goods and that misleading marks may be struck 
down, but that protection of the good-will in the mark may not also be made the 
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subject of Congressional legislation. A trade-mark is not a “thing.” It has no 
existence independent of the goods to which it attaches and whose maker it identifies. 
What in essence is the right which Congress assumes to grant the trade-mark 
owner under Section 33 (b) of the Lanham Act? It merely says that when a 
man has had exclusive use of a registered mark in commerce for five years, under 
certain conditions, his right to its continued use may not be defeated. Put in 
legal terms, this section acts as a sort of statute of limitations against him who 
would contest the validity of the mark which had remained on the registry for 
five years and whose validity had not been contested during that period. It is a 
reasonable provision, saying in effect that he who has slept on his rights for five 
years can no longer be heard to contest the validity of a mark that has become 
“incontestable” on the register. 


General Conclusions 





From this analysis, two conclusions are drawn: 





First, Congress has the power, under the circumstances and exceptions set forth in 
the Lanham Act, to grant the right to exclusive use of a registered trade-mark in inter- 
state commerce to an owner who has used that mark for a five-year period; 

Second, Congress has no power to enact substantive trade-mark legislation applicable 
to purely intrastate commerce except to the extent that is necessary to assure and facilitate 
the free flow of interstate commerce. 


CHAPTER II 


The Good and Evil in the Act 





So much for the constitutionality of the new Lanham Trade-Mark Act. This 
chapter will be devoted to a general discussion in lay terms of the Act itself. 

The Act repeals all previous Congressional legislation on the subject of trade- 
marks which may be inconsistent with the new law. It also adds new features of 
significance, both of a substantive and procedural nature. Generally speaking, 
those provisions which relate to rights of exclusive use are substantive in character ; 
while those dealing with other aspects of the law are procedural. 


The Two Registers 


Registers are established in the Patent Office called the “Principal Register” 
and the “Supplemental Register.” In the Principal Register will be recorded the 
technical trade-marks of the classes registrable under the Acts of 1881 and 1905, 
and, under the circumstances referred to below, descriptive and geographical marks 
and surnames. (A technical trade-mark means a distinctive mark of authenticity, 
consisting of a mark formed by a coined word or device which lacked prior mean- 
ing or significance in the public mind.) The Supplemental Register will receive 
marks which do not meet the requirements of technical trade-marks, but which, 
nevertheless are capable of distinguishing the goods or services of the applicant. 
Such a mark may be a “trade-mark, symbol, label, package, configuration of goods, 
name, word, slogan, phrase, surname, geographical name, numeral, or device or 
any combination of any of the foregoing.” 
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Three Innovations 

The first innovation of significance is that a descriptive, surname or geographical 
mark may now be placed on the Principal Register whenever it actually has become 
distinctive of the applicant’s goods in “‘commerce.” Previously such marks were 
not considered as technical trade-marks but were relegated to the 1920 statute 
which permitted the registration of such marks on a separate register. Pro- 
cedurally, the new Act makes provision for acceptance by the Commissioner of 
Patents of proof of substantially exclusive and continuous use for five years as 
prima facie evidence of the fact that the mark has become distinctive. 

A second important feature will allow the registration of entirely new classes 
of marks not heretofore registrable. ‘The Act also permits the setting up of separate 
registers for service, collective and certification marks. The owners of service 
marks and certification marks may now register them. Under the new law asso- 
ciations, not themselves manufacturers of goods, may hereafter register their marks ; 
collective marks may be affixed to goods produced by their members. Slogans 
may be registered by their owners on the Principal Register when they are dis- 
tinctive of the applicant’s goods or services. 

A third innovation of practical benefit will be found in the section permitting 
the registrant to license the use of his trade-mark to a “related company,” that term 
embracing any person or corporation which legitimately controls or is controlled 
by the registrant (or applicant for registration) in respect of the nature and quality 
of the goods or services in connection with which the mark is used. This statutory 
provision removes the uncertainties and ambiguities in existing law. At present 
the use of a trade-mark by another than the true owner, that is, by a mere licensee, 
has been construed as an act undermining the owner's rights in his mark. The 
new law expressly permits the use of the mark by a “related company” without 
any deterioration in the quality of the owner’s rights in his identifying symbol. 

In addition to permitting the use of a mark by a “related company,” the Act 
also permits the assignment of a mark with only that portion of the good-will of 
the business appertaining to that particular mark, without requiring that the entire 
business be transferred. It is hoped that a statutory solution thus has been found 
to a problem which, in the past, has vexed many a lawyer and his client, because 
of the language of previous statutes which the courts could only construe narrowly 
or, at best, in uncertain terms. 


Making Registers Live and Active 

Another worth-while aim of the Act is to maintain live and active registers.* 
Thus, while the duration of registration under the Act is 20 years, the Commis- 
sioner of Patents, nevertheless, is empowered to cancel a mark where the owner 
has neglected to file with the Patent Office, during the sixth year after date of 
registration, an affidavit establishing that the mark is still in use or, if not in use, 
a reason, based on special circumstances, sufficient to excuse its non-use, and 
showing that no abandonment was intended. (Abandonment means that use of the 
mark has been discontinued with intent not to resume its use. Failure to use the 
mark for two consecutive years will be deemed prima facie evidence of abandon- 


* See Printers’ Ink advocacy of this reform, issue of March 14, 1935, page 65. 
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ment, which may be rebutted by showing a good reason for non-use in that 
period. ) 

It might be well at this point to examine briefly the provisions relating to the 
Supplemental Register, which is for marks in the form of words or phrases capable 
of distinguishing products or services, which marks are not registrable on the 
Principal Register. This latter classification of marks must have been used in 
domestic commerce for at least a year before an application for registration will 
be entertained ; the Commissioner may shorten the period, in respect of Foreign 
commerce, when the applicant can show that he needs a domestic registration to 
protect his mark abroad. 


Incontestability 


We now reach that section of the Act which may be its most important attribute, 
containing provisions relating to “incontestability.” This provision will be treated 
more fully in the concluding chapter of this article. The term “incontestability” 
is a word of art and has a special and limited significance, not to be confused with 
the general understanding of the word in ordinary conversation. Webster’s Un- 
abridged Dictionary (1939) defines “incontestable” as “not contestable, not to be 
disputed, called in question or controverted, as incontestable evidence.” The 
word “incontestability’’ would mean the state of being indisputable. Strictly speak- 
ing, the use of no mark under the Act can ever become indisputable. What is 
provided is that after the expiration of any five-year period after registration, the 
registrant may file an affidavit setting forth: (1) that the mark has been con- 
tinuously used in “commerce” for goods or services specified in the registration ; 
(2) that no final decision adverse to his claim of ownership has been rendered ; 
and (3) that no unfinished proceeding, involving the registrant’s rights, is pend- 
ing either in the Patent Office or the courts. Under these conditions, the regis- 
trant’s right to use the mark in “commerce” cannot be contested unless it can 
be shown that the mark was obtained fraudulently; that it has been abandoned ; 
that it has been assigned and is being used so as to misrepresent the source of 
the goods or services; that the alleged infringing use is not used as a trade-mark 
but is merely the use of an individual’s name in his own business or the name 
of some one having a common interest with such individual or is merely a use to 
describe fairly and in good faith either the goods or geographic origin; that the 
mark charged as an infringement was adopted without knowledge of the regis- 
trant’s prior use and has been used continuously from a date prior to publication 
of the registered mark; or that the mark has been, or is being used, in violation 
of the anti-trust laws of the United States. The Federal Trade Commission 
or any one who believes he will be damaged may apply for cancellation at any 
time if the mark is descriptive of an article on which the patent has expired, or 
has been abandoned or its registration was obtained fraudulently; is deceptive, 
immoral or scandalous; consists of or comprises or simulates the flag or coat-of- 
arms of any state or country; consists of the name or representation of a living 
person, without his consent, or the name or representation of a deceased Presi- 
dent without the consent of his widow, if alive; or has been assigned and is being 
used by the assignee so as to misrepresent the source of the goods. (There are a few 
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additional grounds for cancellation of certification marks, with which this article 
will not deal.) 

A provision of the Act, relating to concurrent use, merits consideration. 
Concurrent registrations of the same or similar marks by different registrants are 
now permitted provided there was a concurrent lawful use in “commerce” prior 
to any of the filing dates of the applications and it is determined by the Commis- 
sioner of Patents (or a court on appeal) that the public will not be misled or 
deceived. When concurrent registrations are granted, the certificate of the Patent 


Office will carefully limit the manner or territory in which each mark is to be 
used. 


Who May Contest? 


A novel addition to the law of unfair competition, found in Section 43 of the 
new Act, permits any person who believes himself likely to be damaged to bring 
an action against another who shall have falsely designated the origin of his goods 
or services. Under the 1920 law, a private person doing business in a particular 
geographic area could sue one who falsely designated his goods as coming from 
that area. The new law goes even further by making a right of action available 
to any person who may be damaged by the false claim. 


Necessary F -recautions 


The new law contains a provision protecting all rights acquired in existing 
marks before July 5, 1947. A basic question, therefore, is whether one should 
rest on rights previously acquired or republish under the new law. It would seem 
generally desirable, because of the added advantages of the Lanham Act, as de- 
scribed in this and the preceding chapter, to republish under the new law those 
trade-marks which had been registered under the 1905 Act. What should be 
done in each specific case is a matter to be determined by the trade-mark owner 
and his attorney. However, in over-all terms, it would seem to be wise to retain 
all rights heretofore acquired under the 1905 Act and to add to those rights the 
additional advantages of the 1946 Act. 

Finally, attention should be paid to that section of the Act providing that regis- 
tration of a mark on the principal register under the Act or under the Acts of 1881 
or 1905 shall serve as constructive notice of the registrant’s claim of ownership in 
the mark. Thus, others, who subsequent to passage of the Lanham Act adopt 
the same mark in “commerce,” even when they are acting in good faith, may 
nonetheless be prosecuted for infringement. As a precaution, therefore, it will be 
prudent to make a careful search of the Principal Register before adopting a par- 
ticular mark, and once having adopted it, to take steps at once to secure its regis- 
tration upon the Principal Register. 


Criticisms of the Act 


Is the Lanham Act a “good” law? The answer is that it contains both desir- 
able features and undesirable ones. This is unfortunate. Two of the undesir- 
able features will be the subject of specific comment. 

One important defect is the provision which permits the Federal Trade Com- 
mission to apply for cancellation of a registered mark at any time for the reasons 
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set forth in the body of this article. There are two principal objections to this 
feature of the Act. First, the Act itself otherwise contains sufficient safeguards 
without the intervention of another governmental agency. Second, this provision 
leaves open for all time the right of the Federal Trade Commission to apply for 
the cancellation of a mark, thus rendering uncertain what rights, if any, have been 
acquired by the registrant at the time his mark shall have become “incontestable.” 

Another important defect is in Section 33 (b)(7) which allows a defendant 
in an infringement suit to bar the “incontestability” of a mark when he proves 
that “the mark has been used or is being used to violate the anti-trust laws of 
the United States.’”’ This provision confuses the means toward an end and the 
end itself. Generally, there is no relationship between a trade-mark denoting a 
branded article, that is, an article originating from a particular commercial source— 
a single manufacturer or trader—and a combination in restraint of trade, usually 
representing a conspiracy involving a multiplicity of articles from a number of 
different commercial sources. The traditional case of a Sherman law violation 
is the fixation of price as to a given class of commodities and not a conspiracy to 
mislead the public as to where any particular goods originated. It is thinkable 
that a trade-mark might be used to violate the anti-trust statutes, but the condi- 
tions would have to be most unusual; therefor, it is fair to assume that Congress 
had in mind a very limited application of the anti-trust provision, such, for example, 
as restraints devised through collective marks. 

No new legislation was required to punish violators of the anti-trust laws. 
Any combination in restraint of trade may be struck down no matter what means 
have been used to accomplish the combination. 

Practical considerations in the trial of trade-mark cases, where such a defense 
may be raised, tend to emphasize the unfairness of this statutory provision. In 
an ordinary infringement suit, an unethical defendant would be encouraged at once 
to interpose a defense of “anti-trust violation” for the manifest purpose of be- 
clouding the issue and subjecting the plaintiff to unconscionable harassment. The 
Federal Rules of Practice are extremely liberal and would permit a veritable fish- 
ing expedition among the plaintiffs books and records and endless examinations 
before trial of the plaintiff’s officers and directors, upon the pretext that these 
maneuvers were necessary to establish the existence of an anti-trust violation, 
all of which would be wholly irrevalent to the question of whether the defendant 
was misleading the public by infringing the plaintiff’s trade-mark. The defend- 
ant’s ruse could have but one objective—so to annoy the plaintiff that the plaintiff 
would run to cover and drop his action. 

This unhappy child of an adventurous brain should be taken out of the Act, 
as being inimical to the very public interest which it purports to protect. 


CHAPTER III 


“Incontestability” Under the Act 





Outstanding among the novel features of the Lanham Act are those which pro- 
vide that, upon the happening of certain events and the fulfillment of designated 
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conditions, a registrant shall become “incontestably” entitled to the exclusive right 
to use a registered trade-mark in “commerce.”* «The creation, definition and 
qualification of a right of ownership of this character is known, in legal jargon, 
as “substantive” legislation. 

Since 1879, Congress has not attempted to deal. with substantive trade-mark 
rights, apparently suffering under the misapprehension that it was constitutionally 
impotent to do so. However, the mounting pressure, resulting from a nationwide 
distribution of branded goods which has now reached impressive proportions, has 
at long last brought forth a federal statute in the field of trade-marks, which at- 
tempts to exercise the Congressional prerogatives heretofore neglected. 

In the first chapter we discussed the constitutional power of Congress to regu- 
late the use of trade-marks in “commerce.” The present writing will be devoted 
to a more detailed consideration of just what it is that Congress has done. 

First to be considered are the conditions which must pre-exist in order that 
“incontestability” shall arise. They are these: 

1. The mark must have been validly and non-fraudulently registered upon the 
Principal Register. Registration on the Supplemental Register does not lead to 
“incontestability.” 

2. The mark must have been in continuous use in “commerce” in connection 
with the goods or services to which it applies for a period of at least five consecu- 
tive years subsequent to the date of registration. 

3. The mark must not have become a common descriptive name of the article 
to which it is applied. 

4. The mark must not have been assigned to a person using it so as to mis- 
represent the source of the goods or services to which it is applied. 

5. There must have been no final decision adverse to the registrant’s claim of 
ownership, or to his right to have the mark upon the Principal Register, nor may 
there be any pending proceeding, in either the courts or the Patent Office, involv- 
ing such rights. 

6. The trade-mark owner must file an affidavit with the Patent Office within 
one year after the expiration of any five-year period of continuous use, swearing 
to the fact that the mark has been in such continuous use in “commerce” applied 
to the goods or services listed in the registration in connection with which he 
claims “incontestability,” and that no court or Patent Office proceeding, involving 
his ownership of or right to register the mark, is pending or has been decided 
against him. 

7. If, prior to the registrant’s publication under the Lanham Act, some other 
person has acquired rights in the same or a similar mark under any state or terri- 
torial law, the registrant does not acquire any rights in the mark which would 
enable him to compel such a person to discontinue his use of the mark. The regis- 
trant may, nevertheless, even in those circumstances, acquire an “incontestable” 


* “Commerce,” as used in the Act, is a word of art defined to mean “all commerce which 
may lawfully be regulated by Congress.” Under a fundamental principle Congress may regulate 
not only interstate commerce, but as much of intrastate commerce as may be necessary to 
effectuate its control and protection of interstate traffic. This doctrine is more precisely stated 
than applied, and it remains to be seen how broad a concept of Congressional control over 
trade-marks generally will be read into the Act by the courts. 



























232 FORTY-ONE TRADE-MARK BULLETIN 





right against persons other than the prior user, and, even as against the latter, 
may become entitled to use m geographical areas where such prior use did not 
occur. This provision is consistent with Section 2 (d) of the Act, which permits 
concurrent registrations of the same mark for use in different sections where such 
separated exploitations of the mark have preceded the filing date of either mark 
under the Act, and have taken place lawfully and in good faith and without deceiv- 
ing the public. 

It may be pointed out, in passing, that such concurrent user will be a factor of 
gradually diminishing importance, for it can exist only with regard to trade-marks 
in use prior to another’s registration under the Lanham Act. Once such registra- 
tion has been made, the fact of registration constitutes constructive notice of the 
registrant’s claim of ownership, and any one who subsequently starts using the 
same mark in “commerce” cannot say that he was unaware of the registrant’s 
mark. 


How “Incontestable”’ May Be Contested 


Having considered these conditions prerequisite to the creation of an “incon- 
testable” right to exclusive use of a mark in “commerce,” we must now turn to 
Section 33 (b) of the Act—the paradoxical section which accounts for the fact that 
wherever in this article we have employed the word “incontestable,” we have 
carefully enclosed it in quotation marks. This section accomplishes the incredible 
task of setting forth the grounds upon which the “incontestable” right may be 
contested. 

Before reviewing the defenses specifically, a word of caution is in order, lest 
a broader construction of 33 (b) may be attributed to it than was intended by 
Congress. Accurately read, this section means no more than that if any of the 
listed exceptions should be shown to exist, the registrant no longer may rely 
upon his certificate of registration as conclusive evidence of his exclusive right 
to use the mark in “commerce.” This does not mean that he thereby shall have 
lost his own right to use the mark. Independently of the Lanham Act, and inde- 
pendently of previous Federal trade-mark registration statutes, a person could 
always establish his exclusive right to a trade-mark by proving the existence of 
the facts long fundamentally accepted as giving rise to such a right. The Federal 
trade-mark statutes did not essentially change or eliminate that situation. They 
merely added to pre-existing law the proposition that under given circumstances 
a certificate of registration shall serve as prima facie evidence that the registrant’s 
right to the mark exists. This is provided for in Section 33 (a) of the Lanham 
Act. However, Section 33 (b) goes even further in that it sets up circumstances 
under which the registration certificate becomes conclusive evidence of the registrant’s 
exclusive right to use the mark in “commerce.” Having done so, the Act then, 
in effect, proclaims that under certain conditions the certificate shall not stand as 
“conclusive evidence of the registrant’s exculstve right to use the registered mark 
in commerce.” But the Act does not say that he shall thereupon be debarred 
from establishing such exclusive right by the time-honored means long available 
to him without resort to the certificate as conclusive evidence. 
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Requirements 


The following, then, are the circumstances under which a certificate of regis- 
tration, which would otherwise make “incontestable” the exclusive right of the 
registrant to use the therein described mark in “commerce,” loses that attribute : 

1. If it is shown that the registrant was not entitled to registration under the 
Act at the time of registration, or that he obtained his registration fraudulently. 
Similarly, “incontestability” falls if it is established that any of the conditions 
earlier described as essential to creation of the right did not in fact exist, or were 
fraudulently represented to exist. 

2. If the registered mark was abandoned by its registrant. (Abandonment is 
defined in the Act as a discontinuance of use with intent not to resume. Non-use 
for two consecutive years is prima facie abandonment, but this presumption may 
be rebutted. The Act provides also that a mark has been abandoned when through 
any course of conduct of the registrant, including acts of omission as well as com- 
mission, it loses its significance as an indication of origin.) 

3. If the registered mark was assigned and is being used by the assignee, or 
with his permission, so as to deceive the public as to the source of the articles or 
services to which it is applied. 

4. If the person against whom the right is asserted is using, otherwise than 
as a mark, a truthfully descriptive term, or the name of a person or locality, used 
fairly and in good faith, to describe to the public either goods or services or a 
connection between them and the person or locality named. 

5. The right of concurrent user is preserved, in the manner described under 
paragraph numbered 7 on page 231 in the list of conditions necessary for “incon- 
testability.” 

6. If the registered mark is being, or has been used to violate the anti-trust 
laws. The implications of this exception have been more fully discussed in the 
preceding chapter of this article. 


What Good Are Incontestable Provisions? 


Persons familiar with the principles of trade-mark law will have been struck 
by the fact that by the time the exceptions to which “incontestability” is subject 
are added up, the trade-mark owner has very little more by way of rights than 
he had before the statute, and the question may well be posed: “What good is 
it?” 

A fair question indeed! For the most part, the “incontestability” provisions 
of the Act are but a codification of fundamental trade-mark law, and the registrant 
does not possess “‘incontestability” except under conditions which would usually 
give him a trade-mark right independent of the statute. However, codifications 
serve useful purposes, primarily those of crystallization and certainty. Thus, 
while, apart from the statute, an attorney might feel fairly confident in his under- 
standing of trade-mark law, and hence in his ability to forecast the outcome of 
given litigation, he can never be certain that a court will not extend or qualify a 
previously pronounced doctrine, or create a brand-new one of its own. Operating 
under a statute, however, he knows precisely to which theories his opponent must 
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be limited in contesting the validity of his claim, and under what pre-defined con- 
ditions his client must prevail. 


Added Certainty 


Another aspect of certainty which is introduced by the Act goes to the very 
heart of trade-mark litigation. The essence of a trade-mark is its meaning in the 
pubic mind. If the public has come to accept it for what it is intended to be, 
i.e., the commercial signature of the owner and the identification of his wares, 
then it is a trade-mark and is accorded legal protection as such. Before the enact- 
ment of the Lanham Act it had been necessary for the plaintiff in the final analysis, 
to establish that his mark had attained such a statute.* Failing such proof, he 
fell short of establishing that his mark possessed the essential attribute of a trade- 
mark, and hence, did not show himself to be entitled to the legal protection which 
he sought. He would go about such proof by showing the duration and extensive- 
ness of his use of the mark, his large advertising expenditures, the quantity of 
sales, and similar facts. However, he could never be sure as to when he had 
satisfactorily discharged his burden of convincing the court as to that basic issue, 
especially in the face of a defendant’s assaults upon the credibility, weight and 
effectiveness of his evidence. 

Under the “incontestability” provisions of the new Act, however, that amorph- 
ous element of the registrant’s case is made unnecessary if he shows five years’ 
continuous use of the mark in “commerce” subsequent to the date of registration 
under the Act, the absence of any pending proceeding and of any adverse court 
or Patent Office decision involving his right to ownership or registration of the 
mark, the filing of an appropriate affidavit as to such facts with the Patent Office, 
and compliance with the provisions of Sections 14 (c) and 33 (b) of the Act, all 
of which facts are objectively demonstrable. 


Incontestability Is Prospective, Not Retroactive 


A closing note of caution is in order. The Lanham Act specifically preserves 
rights in marks acquired in good faith prior to the effective date of the Act. It 
also contains clauses to which we have referred, according rights of concurrent 
user to marks in good faith used prior to the registration of a registered mark. 
These, and other indications found throughout the statute, demonstrate a legislative 
intent that the “incontestability” provisions shall have, in the main, a prospective 
rather than a retroactive effect. “Incontestability,” then, must not be thought of 
as a device whereby he who runs speediest to the registration window can cancel 
out the previously acquired rights of other trade-mark users. It is more in the 
nature of an instrumentality designed to enable the erection of a sound trade- 
mark structure wherein the bona fide originator of a mark can confidently pro- 
tect against depredation the good-will which grows up around it. 


*Of course the registration of a mark under the 1905 Act was prima facie evidence of 
ownership, which evidence would be enough in the absence of contrary proof to establish the 
plaintiff's ownership of the mark. 
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“RECONDITIONING” OF TRADE-MARKED ARTICLES AGAIN 
BEFORE THE U. S. SUPREME COURT 


By |Valter J. Derenberg* 


For the second time within the last three years, the U. S. Supreme Court 
has just been asked authoritatively to determine the ever recurring problem of the 
right of a trade-mark owner to prevent use of his trade-mark on an article which 
has been repaired, repackaged, or—as in the two most recent cases which have 
reached the Court—reconditioned. In an uninterrupted series of litigation, the 
manufacturers of the famous “Champion” spark plug have taken the position with 
varying success that a reconditioned “Champion” plug, although it may still serve 
its function for several thousand miles, had through the process of reconditioning 
lost so much of its original character and identity that continued use of the 
“Champion’’ name as a trade-mark on the plug led to a deception of the purchasing 
public and constituted an infringement of the trade-mark and unfair competition. 
The Champion Spark Plug Company thus emphasized from the beginning the 
legal difference between a collateral reference to the name “Champion” as an 
explanation of the origin of the reconditioned plug and the direct use of the word 
as a trade-mark even if accompanied by the word “used” or “reconditioned.” 

Apparently this basic issue of trade-mark law is so intrinsically controversial 
that not even two different circuit courts of appeals which recently had to pass 
on the identical question could agree on the degree of protection to which the trade- 
mark owner is entitled, although both courts found the respective defendants guilty 
of infringement and unfair trade practices. 

Even before the two most recent cases involving the reconditioned “Champion” 
plug, a successful attempt was made as far back as 1936 to obtain an absolute in- 
junction against trade-mark use of the “Champion” name on reconditioned plugs. 
In Champion Spark Plug Co. v. Emencr,’ the District Court condemned the de- 
fendant’s conduct not only as an unfair trade practice but as trade-mark infringe- 
ment as well. It said: 


It cannot be doubted that the retention of plaintiff's trade-marks on its plugs after 
they have been reconditioned by the defendant plays an important part in the unfair prac- 
tices complained of. It is the first thing which a purchaser is likely to notice if he ex- 
amines one of these plugs. Seeing it displayed, as it is, more prominently than any other 
words on the plug, he is likely to overlook any such other words and, not being informed 
to the contrary, to believe that it is a new “Champion” plug of comparatively recent 
manufacture, backed by plaintiff’s guaranty and reputation, rather than the partly worn 
and reconditioned plug that it really is, a plug originally made by plaintiff but no longer 
having the potential life, efficiency, or value of a new plug. 


In other words, the court found that the efficiency and usefulness of the original 
plug had been substantially impaired by the reconditioning and had made the plug 
inferior to those known by the public and purchased by it as “Champion” plugs. 
Consequently, a sweeping injunction was issued prohibiting the sale of any recon- 


* Member New York Bar. 
1. 16 F. Supp. 816 (D. C. E. D. Mich., 1936). 
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ditioned ““Champion”’ spark plug unless and until “all trade-marks and trade-names, 
style marks, size marks and/or brand marks have been completely removed there- 
from, as by sand blasting or as by the use of acid or otherwise.” No appeal was 
taken by the defendants from this decision.” 

A few years later, the Champion Spark Plug Company instituted similar pro- 
ceedings against one Reich and again was successful in getting injunctive relief 
against any use of the “Champion” name on the reconditioned plug. And this 
after the District Court had permitted a collateral reference to the “Champion” 
trade-mark for the purpose of identification.* In prohibiting any trade-mark use 
of the word “Champion” the Court of Appeals said: 


In view of the radical changes made in the spark plugs by defendant, he should not 
be permitted to use the trade-mark “Champion” upon his “repaired” spark plugs. This 
use of the trade-mark is not rendered collateral and explanatory by stamping the word 
“Repaired” upon the hex of the plugs. Clearly the trade-mark left where it was placed 
by the plaintiff “indicate(s) the goods” of plaintiff, and “a casual purchaser might look 
no further and might be deceived.” ... Under these circumstances the plaintiff is entitled 
to injunctive protection against its use by the defendant upon his changed plugs. Since, 
as the court found, defendant’s spark plugs are no longer “Champion” plugs, they should 
not be sold bearing the original trade-mark. .. . 


It appeared that it was neither the intention nor the effect of the injunction to 
put the defendant Reich out of business, since the practice of reconditioning plugs 
as such is, of course, entirely lawful as long as deception and fraud are avoided. 
The defendant Reich when called to testify in the most recent case against a differ- 
ent defendant* stated that while not using the word “Champion” on the plug, he 
now offers reconditioned plugs in boxes containing the following on the top thereof : 


The Best Rebuilt Spark Plugs 
These repaired spark plugs were originally manufactured by The Champion Spark Plug 
Co. 
They have been thoroughly renovated and repaired. New negative electrodes installed 
when necessary. All metal parts refinished and bronze plated. 
A highly efficient product. 
By 
McFall Engineering Co. 
3031 Main St. Kansas City, Mo. 


Defendant Reich filed a writ for certiorari in the Supreme Court which was 
denied in October, 1941’. 

There was every reason to believe, therefore, at the end of 1942 that use of 
the trade-mark “Champion” on a reconditioned plug constituted trade-mark in- 
fringement, even though a different result might have been reached in cases involv- 
ing perfume,” or a reconstructed vacuum cleaner.” (In the vacuum cleaner case 





2. This case is further discussed in Derenberg, “Sale of Reconditioned Article as Trade- 
Mark Infringement,” 32 Bull. U. S. T.-M. Asso. 15 (1937). 


3. Champion Spark Plug Co. v. Reich, 121 F. (2d) 769, 31 T.-M. Rep. 302 (C. C. A. 8, 
1941). 


4. Champion Spark Plug Co. v. Sanders, 56 Supp. 782 (D. C. E. D. N. Y., 1944). 

5. 314 U. S. 669. 

6. Prestonettes, Inc. v. Coty, 264 U. S. 359, 44 S. Ct. 350. 

7. Green v. Electric Vacuum Cleaner Co., Inc., 132 F. (2d) 312 (C. C. A. 6, 1942). 
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the Court of Appeals did, however, squarely follow the Reich case and the Supreme 
Court again denied certiorari.) It is all the more surprising that in the most recent 
case of Champion Spark Plug Co. v. Sanders,” the Court of Appeals for the Second 
Circuit without so much as mentioning the much broader decrees in the Emener 
and Reich cases held that the reconditioner was permitted to retain the word 
“Champion” on the plug if the word “repaired” was added thereto. In so decid- 
ing, the Court of Appeals modified the final order of the District Court which had 
followed the Reich case. It is interesting to note that the District Court wrote 
three separate opinions regarding this case and the Court of Appeals (thus far) 
has likewise handed down two supplemental decisions after its main decision of 
July 10, 1946. When the case was first before the District Court on motion for 
preliminary injunction it was pointed out that defendant’s practice of adding the 
stamp “Renewed” on the plug was the result of a protracted Federal Trade Com- 
mission proceeding against the same defendant. The District Court became con- 
vinced, however, that the word “Renewed” as stamped on the plug into the metal 
was almost illegible and inadequate to accomplish any real purpose. The court then 
based the issuance of a much more sweeping injunction on the testimony of sev- 
eral witnesses to the effect that the reconditioning resulted in changed original 
dimensions which make the plugs “incapable of rendering the high quality of 
service” for which Champion Spark Plugs as originally manufactured have become 
famous. The court was satisfied that the reconditioned article was not “intrinsically 
the same thing” as the original plug. Despite this, the District Court in granting 
the preliminary injunction did not want to direct the complete removal of the 
word “Champion” but suggested that the letters “Ex” be used before the word 
“Champion.” In other words, the court thought at that time that reading the 
word “Ex-Champion” would be sufficiently enlightening, particularly if the word 
“Used” should also be stamped on the plug.’ 

In its second decision and before final hearing, the court still thought that use 
of the words “Ex-Champion” might prove sufficient and hesitated to order com- 
plete removal of the trade-mark “Champion” even though the plaintiff had sub- 
mitted affidavits in the meantime which showed that the name could be removed with- 
out impairing the porcelain of glaze.” After final hearing however, the court reached 
the conclusion that the word ““Champion’”’ could be safely removed without impair- 
ment of the porcelain and that the plaintiff was entitled to a decree enjoining any 
use of the word “Champion” on the defendant’s reconditioned plug. 


The defendants are to be forbidden to use the plaintiff’s trade-mark “Champion” on 
the spark plugs repaired and sold by them of the plaintiff’s manufacture, and also the 
style and type marks of figures or letters or both; such trade-mark and such style and 
type marks are to be removed entirely from said plugs. 


The court also decreed that plaintiff’s trade-mark “Champion” was to be re- 


8. 156 F. (2d) 488 (C. C. A. 2, 1946), 36 T.-M. Rep. 383. 
9. Champion Spark Plug Co. v. Sanders, 56 F. (2d) 782 (D. C. E. D. N. Y., June 15, 
1944). 


10. Champion Spark Plug Co. v. Sanders, 56 F. Supp. 787 (D. C. E. D. N. Y., August 
29, 1944). 
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moved from all cartons and containers used by the defendant, but permitted de- 
fendant to use the following language on the cartons: 


Used spark plug(s) originally made by Champion Spark Plug Company, repaired and 
made fit for use up to 10,000 miles, by Perfect Recondition Spark Plug Co., 1133 Bedford 
Ave., Brooklyn, N. Y. 


The court also permitted the defendant to use the plaintiff’s name in slightly 
larger type than the rest of the body of the legend. It refused to grant the plaintiff 
an accounting of profits since it failed to find direct evidence of palming off and 
intention to defraud. 

3oth parties appealed (the plaintiff only on the ground that an accounting of 
profits should have been granted). The Court of Appeals not only affirmed that 
part of the District Court’s decision which had denied plaintiff. an accounting— 
but, contrary to the District Court and to the Circuit Court of Appeals for the 
Eighth Circuit’s decision in the Reich case—held that defendants had the right. to 
seH the reconditioned plugs under the name “Champion” because, in this court’s 
opinion, the changes made by the reconditioning were “so slight to the eye” that 
they must be considered “theoretical and in practice unimportant.” Consequently, 
defendants were only ordered to state more plainly on the cartons and containers 
that the repairs and reconditioning were wholly their own. They were permitted 
to retain the name “Champion” on the plug itself, provided they added either the 
word “Repaired” or “Used” thereto. On September 23, the court supplemented 
its final decree by adding the following paragraph : 


The word “Repaired” or “Used” all in capital letters of a size as large as the face of 
said plugs will permit, has been stamped and baked upon the hex portion of said plugs 
of all sizes by an electrical hot press in a contrasting color in a manner clearly and distinct- 
ly visible on the background on the face of the metal shell of said plugs, which metal shell 
and the attached bushing nut shall have been completely covered by a permanent aluminum 
paint, or other paint or lacquer as set forth in Article 2, to provide such background. 

The decree shall permit the defendants to state on cartons and containers the original 
make and type numbers provided it is made clear that any plug referred to therein is 
used and reconditioned by the defendants.” 

And on October 18, 1946, upon petition for rehearing, the original decree was 
again amended by authorizing the defendants to state the original make and type 
numbers not only on the cartons and containers, but on selling and advertising 
material, correspondence and other papers as well, provided only that such material 
contain the name and address of the defendants. 

In view of this unexplained discrepancy between the holding of the Court of 
Appeals in the Reich case and that of the Court of Appeals for the Second Circuit 
in the instant case, the Champion Spark Plug Company has just filed a petition 
for certiorari which is now pending before the Supreme Court.’* If that Court 
should again deny the writ, we will be confronted with the anomalous situation 
that the use of the original trade-mark on a reconditioned plug will be considered 
a trade-mark infringement in one federal circuit, and as permissible trade practice 


11. Champion Spark Plug Co. v. Sander, not yet reported (decided September 25, 1946). 
12. 15 L. W. 3200, November 8, 1946. 
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in another. The result will be that the Champion Spark Plug Company could 
successfully enjoin the defendant in the Santers case from using the trade-mark 
“Champion” on reconditioned plugs in all jurisdictions where the Reich case applies, 
or will be followed, while the Company would be unable to enjoin such use within 
the Second Circuit. It is hoped, therefore, that the Supreme Court may soon 
decide to settle this unfortunate conflict between these two recent decisions of two 
different circuit courts of appeals and grant certiorari in the Sanders case. 

Indeed, it has become almost imperative for the Supreme Court to rule on this 
question now that a provision in the new Trade-Mark Act of July 5, 1946, which 
expressly dealt with this problem was eliminated from the Act a few months before 
its passage. Until 1944 the Act contained a proviso in Section 33 which made any 
use or reference to a registered mark in connection with altered or transferred 
goods an infringement of such mark unless the alteration was done with the ap- 
proval and authority of the registrant. In eliminating this proviso from the Act, 
the Senate Committee expressed the hope that the limits and scope of trade-mark 
protection against unauthorized use of the mark on repaired, reconditioned or 
renovated articles should not be answered categorically by statute, but should be 
left to the courts to decide. If it is thus clear that the existing conflict regarding 
trade-mark use on reconditioned articles has not been settled one way or the other 
by the enactment of the new trade-mark statute, it can only be authoritatively and 
finally resolved by an early decision of the Supreme Court of the United States. 


TRADE-MARKS AND COMPANY NAMES* 


How You May Protect Them, Now and Under the Lanham Act, from Being 
Imitated by Others and How to Go About Picking a New 
Name for Your Product or Firm 


SECOND OF A SERIES 












Last August Tide showed how to protect a trade-mark from becoming a generic 
name, with special reference to the recently passed Lanham Act. Because of widespread 
interest in the article, Tide herewith presents another facet in the highly important matter 
of guarding a trade-mark. Whether he knows it or not, any manufacturer faces these 
problems with his brand names: 

He must prevent his trade-mark from becoming generic (representing a type or class, 
rather than a product made by a single manufacturer). A report on this ran in the 
August 2 issue. 

He must realize that the Patent Office and the courts allow the same trade-mark to 
be used for different types of articles. (For instance, there is a “Blue Grass” perfume 
made by Elizabeth Arden and a “Blue Grass” whiskey made by National Distillers Product 
Corp.) The advertiser must know how to protect his trade-mark from being used by 
other manufacturers and how to avoid infringing upon the rights of others. This article 
will deal with the use of the same trade-mark and company name by different manufac- 
turers. 














* Reprinted with the permission of Tide, from their issue of November 8, 1946. 


1. Trade-Marks and Generic Names was reprinted in the September, 1946, issue of The 
Trade-Mark Reporter. 
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One of the more trivial repercussions of the atomic bomb was an immediate 
rush by 50 companies to register the word “atomic” as a trade-mark. They 
wanted to use it on such diverse products as toys, fresh vegetables, mattresses, 
radio sets, tractors, golf balls and lingerie. 

So revealed Casper W. Ooms, U. S. Commissioner of Patents, at the Assn. 
of National Advertisers convention last month. His remarks, introductory to a 
discussion of the Lanham Act, highlighted a problem that bedevils all advertisers 
and agencies. When does the manufacturer have the exclusive right to a name 
for his product? When can the same name be used for a different sort of product ? 
Why did the courts allow both “Beech-nut” gum and “Beech-nut” chewing tobacco, 
but refuse to let a company use “Armour” tires because it conflicted too much with 
“Armour” meats and soaps? 

The intricacies of trade-mark protection have aroused advertisers’ interest 
increasingly, because the Lanham Act will go into effect next July and provide 
a new set of rules. In the interim, advertisiers would do well to study old trade- 
mark practises and the changes made by the new act. 


Frightful Confusion 


Unfortunately, the whole topic of competing trade-marks and company names 
is frightfully confusing. No clear rules have emerged from either the Patent Office 
or the courts. The best method of dealing with the problem is to understand a 
manufacturer’s procedure in protecting his brand name and then to examine some 
of the important decisions. 

Take the hypothetical case of a manufacturer who wanted to sell Brand-A hand 
cream. He would package the cream, print labels saying it was made by the New- 
york Handcream Co. and then make one sale in interstate commerce. He would 
now have the right (but would not be obliged) to apply for registration of the 
trade-mark. Supposing he does so and the Patent Office finds that Brand-A has 
previously been registered as the trade-mark of merchandise similar to hand cream. 
The Patent Office will then declare interference and, if the applicant claims earlier 
use than the registrant, will investigate which company first used the name in inter- 
state commerce. 

Through the years the Patent Office has established various classes of products 
and it will limit a registration to a single class. However, frequently these classifi- 
cations are somewhat arbitrary. For instance, currently soaps and hair tonics 
belong in different classes while soaps and hydrofluoric acid (used in etching glass ) 
are in the same class. Likewise, clothing belongs in one class, fabrics for clothing 
in another. To make the situation even more bewildering, the Patent Office has 
not always stuck to these classes and the courts have been even more inconsistent. 
The Lanham Act helps the first user of a trade-mark by affirming legally that it is 
not necessary for the courts or Patent Office to stick to the class lists to see whether 
use of the same trade-mark by another company is unfair. Any use that causes 
confusion can be stopped. 

Common Law Rights 


However, the hypothetical manufacturer of Brand-A hand cream may not 
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register his trade-mark. But suppose this occurs: five years after he began dis- 
tributing Brand-A in New York, he learned that for the past six months another 
firm has sold Brand-A face lotion in the city. The Newyork Handcream Co. can 
sue under common law rights or, if the Patent Office rules against him, it can ap- 
peal to the U. S. Court of Custom and Patent Appeals. 

Or, it may sue, depending on the facts, either in a state court or a federal 
court. This is the nub of much confusion on conflicting trade-marks: there are 
48 states, each making its own decisions, which frequently differ from the federal 
decisions ; and the federal decisions are not uniform. It’s a wise lawyer who knows 
his courts and the selection of a favorable court for trade-mark litigation is one 
of the most important steps in fighting a case. 

As a result of the law established through Patent Office rulings and court 
decisions, you can drink “Old Dutch” coffee (made by Old Dutch Mills), 
clean the pot with “Old Dutch” cleanser (made by the Cudahy Packing Co.) 
and flavor your salads with “Old Dutch” salad dressing (Old Dutch Mustard Co.). 
You can prepare for a party with “Blue Grass” perfume (Elizabeth Arden) and 
when you arrive drink “Blue Grass” whiskey (National Distillers). You can wash 
with “Ivory” soap (Procter & Gamble), cook with “Ivory” salt (Worcester Salt 
Co.) and relax with “Ivoryne” chewing gum (Gum Laboratories, Inc.). You 
can read Liberty the national weekly or Liberty the magazine of religious freedom. 

You can smoke “Johnnie Walker” cigarettes (American Tobacco Co.) and 
drink “Johnnie Walker” Scotch (distributed by Canada Dry Ginger Ale). Or 
you can smoke “Spur” cigarettes (Liggett & Meyers), drink “Spur” cola (Canada 
Dry), fill the car with “Spur” gasoline (Spur Distributing Co.). You can drink 
“Gold Cross” milk (Carnation Co.) and wear “Gold Cross” shoes (U. S. Shoe 
Corp.). You can eat “Mother's Oats” (Quaker Oats) and “Mother’s Macaroni” 
(Creamette Co.). You can use “Speedway” razor blades (International Safety 
Razor Corp.), “Speedway” laundry starch (American Maize Products) and 
“Speedway” gasoline engines (Consolidated Ship Building Corp.). You can eat 
“Hallmark” foods (Stein Hall & Co.) and send “Hallmark” greeting cards (Hall 
Bros.). You can read Harper's Bazaar (Hearst Magazines), while you get a 
“Harper Method” shampoo (Harper Method, Inc.) and /or while you drink “I. W. 
Harper” bourbon (Schenley Distillers). 

However, you can't buy “Kodak” bicycles, “Rolls-Royce” radio tubes, “Water- 
man”’ razors or “Times” bicycles. 


BASIC DEFINITIONS 


Because of the widespread confusion about them, Tide offers some definitions of three 
basic terms: 

Trade-mark: A word, picture or combination of both used to identify merchandise to 
the public. No artistic or mechanical merit is involved. Under the current law, it is 
good perpetually, but a registration must be renewed every 20 years. When the Lanham 
Act goes into effect next year, a registered trade-mark will become an incontestable 
property after five years unless proof is shown of fraud, abandonment, using it to violate 


the anti-trust laws or its becoming generic. A trade-mark is registered in the Patent 
Office. 
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Copyright: Protection to a work of artistic or literary method, such as a book, pic- 
ture, musical composition or beautiful label. It is good for 28 years and can be renewed 
once for another 28 years. A copyright is registered with the Register of Copyrights. 

Patent: Protection to a new mechanical invention or new article or new chemical 
method. It is granted by the Patent Office and lasts for 17 years. There is no renewal 
except by special act of Congress, which occurs only in very rare cases. 


























Cleverness Pays 





From an examination of important decisions on conflicting trade-marks, a 
cardinal principle appears: while an advertising man’s ingenuity is important in 
impressing the public, it is equally important in protecting a trade-mark. Clever- 
ness pays off in court, for trade-marks of a unique nature are respected by the 
judges. 

You can see this by contrasting the Blue Ribbon and Budweiser cases. In 
a case decided in 1922, the Pabst Sales Co. objected to the use by the Decatur Brew- 
ing Co. of “Blue Ribbon” for malt extract on the grounds that Pabst had used 
this name for beer for many years. The federal court explained that “Blue Ribbon’”’ 
had been registered over 60 times in the Patent Office for such different articles 
as whiskey, wine, vinegar, candy, chewing gum, chocolate and cigars. Showing 
Pabst no sympathy, the court held Blue Ribbon was a “weak” mark and refused to 
stop its use for the malt extract. 

Just the opposite occurred the next year when Anheuser-Busch, maker of 
‘‘Budweiser” beer, sued the Budweiser Malt Products Corp. The court stopped 
the use of “Budweiser” for malt extract, ruled “budweiser’” was a unique and 
“strong” mark because the brand name had been used only by Anheuser. 


Gold Medal 





How sternly the courts can penalize lack of originality was shown in the Gold 
Medal case. The Washburn Crosby Co., maker of “Gold Medal” pure wheat 
flour since 1880, in the 20’s sued the France Milling Co. for using the name “Gold 
Medal” pancake flour for five years.” Not only did the court refuse to stop France, 
but it further slapped Washburn; it ruled that the firm couldn’t use the trade-mark 
on pancake flour. The explanation: “Gold Medal,” unlike “Kodak” and “Aunt 
Jemima,” was a “weak” mark. 















Ruled the court: “One who devises a new, strange, ‘catching’ word to describe 
his wares may and often has by timely suit prevented others from taking his word 
or set of words to gild the repute of even wholly different goods, but one who takes a 
phrase which is the common-place of self-praise like “Blue Ribbon” or “Gold Medal“ 
must be content with the special field which he labels with so undistinctive a name.” 


Philco Cases 





However, federal courts don’t always protect even a unique name. A good 
example of this, and of the variations in the decisions of federal and state courts, 
is shown by the two classic Philco cases. The Philco Corp, hauled the Mindlin 








2. In 1928 Washburn was bought by General Mills. 
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Co. into the N. Y. Supreme Court because the latter was manufacturing “Philco” 
razor blades. In its decision, handed down in 1937, the court enjoined Mindlin 
from using “Philco” and said “Courts have generally come to realize that actual 
competition in a product is not essential to relief under the doctrine of unfair com- 
petition. Whatever may have been the ancient rule, it is now clearly established 
that the two products need not be competitive.” 

Shorn of the legal language, this meant the goods didn’t have to belong to the 
same general class to produce unfair competition. 

And the court made this highly interesting addition: “But diversion of trade 
is not the only injury which may be caused by the second use. The normal poten- 
tial expansion of the plaintiff's business may be forestalled. His reputation may 
be tarnished by the use of his mark upon an inferior product. A false impression 
of a trade connection between the parties may be created, possibly subjecting the 
plaintiff to liability or to the embarrassments of litigation, or causing injury to his 
credit and financial standing. . . . A merchant’s mark is his authentic seal; by it 
he vouches for the goods which bear it; it carries his name for good or ill. If 
another uses it, he borrows the owner’s reputation.” 

Six years later, however, Philco took a trouncing in a federal court. It had 
sued the Phillips Manufacturing Co. for making “Phill-co”’ degreasing machines 
and parts. Philco had relied on its success in the Mindlin case. Phillips had 
claimed there was no competition between the two companies because the Philco 
Corp. had confined its business to lubricators, mechanical refrigerators, air condi- 
tioning apparatus, radios, phonographs, etc. 


The court admitted that “Philco” was a “strong” trade-mark. But it explained 
that the federal law of trade-marks must hold and the two companies were not sell- 
ing similar goods. The court dismissed the case. 


Other Cases 

Some other cases in which manufacturers could not stop another firm from 
using the same or a similar name: 

Although the Beech-nut Packing Co. insisted it had popularized “Beech-nut’’ 
for chewing gum, P. Lorillard & Co. was allowed to use “Beech-nut” for chewing 
tobacco. 

Despite the complaint of the Horlick’s Malted Milk Corp., a court allowed an- 
other firm to sell “Horlick Dog Food” if the product was labeled “manufactured 
by Charles Horlick (Horlicksville, Racine, RFD., Wis.)” 

The White Rock Mineral Springs Co., seller of “White Rock” spring water 
since 1887, couldn’t stop the Akron Beverage & Cold Storage Co. from selling 
“White Rock” beer. During prohibition a court refused to stop Akron from selling 
“White Rock” near-beer. 

Stephen F. Whitman & Sons, maker of “Whitman’s Sampler” candy, couldn’t 
stop Christy Cosmetics from making “Sampler” lipsticks. 

Although Mohawk Mill Products Co. had registered “Gold Cross” for canned 
milk, General Distilleries was allowed to register “Gold Cross” for gin. Likewise, 
although the Carnation Co. had registered “Carnation” for canned milk, the Cali- 
fornia Growers Wineries was allowed to register “Carnation” for wines and brandy. 
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Time, Inc., publisher of Life, couldn’t stop the Viobin Corp. from using “Life 
of Wheat” for a cereal food. 

John Walker & Sons, producer of “Johnnie Walker” whiskey, didn’t make 
headway in stopping the use of “Johnnie Walker’’ for cigars. 

The B. F. Goodrich Co., maker of “Zipper” boots, shoes and overshoes, couldn’t 
stop the Closegard Wardrobe Co. from using “Zipper” for wardrobe bags. 

Despite the squawks of the Cracker Jack Co., maker of “Cracker Jack” popcorn 
candy, a federal court allowed the Blanton Citrus Growers to use “Cracker Boy” 
for oranges. Also, the Patent Commissioner allowed the Aspegren Co. to register 
“Cracker Jack” for a lard product. 


Protection Granted 


Of course there are also cases in which manufacturers received protection. 
Besides the Budweiser case, a court refused to let a firm make “Armour” rubber 
tires on the complaint of Armour & Co., meat and soap producer. Eastman Kodak 
succeeded in stopping the use of “Kodak” for bicycles in England. A London 
Times complaint resulted in a court’s forbidding the use of the name “Times” on 
another bicycle in another English case. And the L. E. Waterman Co., maker of 
“Waterman” pens, stopped the use of “Waterman” for safety razor blades. 

While court protection on trade-marks has often proved slight, the judges have 
seemed much more forceful on the copying of manufacturers’ names. One of the 
most amusing cases concerned R. H. Macy & Co., the giant Manhattan department 
store. Some shrewd operators started a Macy’s drug store in Philadelphia, where 


R. H. Macy & Co. did a big business. The drug store operators using this ingenious 
excuse: they got the “Macy” from the last part of “pharmacy.” But the court 
didn’t bite. It claimed that the real purpose of the drug store boys was to “appro- 
priate the good-will and trade” of R. H. Macy. 


Macy Elliott 


R. H. Macy also met some trouble in Denver. An outfit called the Colorado 
Clothing Manufacturing Co. began selling clothes as the “Macy Tailoring System 
of America.” It advertised: “A Macy suit is a beautiful suit” and “A Macy over- 
coat is a masterpiece.” When R. H. Macy kicked, the Colorado bunch used this 
warning: “Not connected with R. H. Macy & Co. of New York.” 

But R. H. Macy went to court. There the Colorado proprietor’s excuse for 
using the name was that his son’s name was Macy Elliott. The court protected 
the New York Macy because of its national advertising and mail order business. 
It said customers, might believe the Manhattan store had established a Denver 
branch and therefore enjoined all use of the word “Macy.” 

In a similar case, the New York woman’s specialty shop, H. Milgrim & Bros., 
ran into trouble with someone named Schesinger in Oregon. Milgrim sold clothes 
to a store in Portland, Oregon. In nearby Salem, Schesinger began selling a 
cheap line of garments as “Milgrim.’’ Schesinger told the Oregon Supreme Court 
that he had used the name “Milgrim’” because it was “easy . . . . to pronounce 
and easy to remember.” After remarking that this reasoning was “scarcely deserv- 
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ing of serious consideration,” the court held the rights of a large New York store 
must be protected, even in distant states, because it might have a national reputation 
“either by mail or through the personal shopping of frequent non-resident visitors.” 
Of considerable importance, the court said it made no difference that the eastern 
Milgrim sold high-priced merchandise; the western, a cheap line. The Oregon 


store might even damage the New York store’s reputation and prestige, the court 
held. 


(Left to Right) “STRONG” AND “WEAK” TRADE-MARKS 
Originality Pays Off 


Other cases on this order: 

Brooks Bros., the well-known New York haberdasher, sued a western outfit, 
Brooks Clothing of California, Ltd., which ran a chain of 15 stores for men’s and 
women’s clothing. The court enjoined the use of “Brooks” by the western store, 
since Brooks Bros. had advertised nationally and sold extensively by mail. 

A court ruled the Rayon Corp. of America and could not register “RCA fabric” 
for knitted rayon, because “RCA” was the nickname of the well-known Radio 
Corp. of America. 

A court refused to allow “Tiffany” motion pictures because the name conflicted 
with the august Manhattan jewelry firm. 


Milk and Ice Cream 


But back in the early 1900’s the Borden Co. received no such protection. 
Although the Borden Milk Co. had established a big business in Borden canned 
milk, candy, malted milk, coffee and cheese, in 1912 a federal court allowed the 
Borden Ice Cream Co. to sell “Borden” ice cream. In a stiff decision, the court 
held: the Borden Ice Cream Co. “could make gloves or plows or cutlery under 
the name ‘Borden’ without infringing upon any property right of the plaintiff.” 
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If that is true, they can make anything under the name “Borden” which the 
[Borden Milk Co.] has not already made or offered to the public. 

Later another court allowed the Eagle Co. to register “Eagle” for ice cream 
cones, although Borden had used “Eagle” for many years for canned milk, cream, 
malted milk and condensed coffee. 

A highly important exception to the use of the same trade-mark has arisen 
under the Lanham Act. Before the Lanham Act, a small manufacturer could 
harass a big firm through a practice known as “ambushing,” When launching 
a new product, the legal department of a big company would make an extensive 
search to learn whether its proposed brand name was in use for the same product 
or a similar product. It might find and buy the rights from a couple of small 
companies using the trade-mark, figure itself in the clear and sink a lot of money 
into advertising. With a campaign underway, it might suddenly get a letter from 
another small company, citing prior use, threatening to sue and demanding an 
exorbitant price. 

The Lanham Act would outlaw these “ambush companies.” If an advertiser 
registers his trade-mark, he gets exclusive use of it for his class of goods as long 
as no other company has been using it. If a small company doesn’t register a 
trade-mark, it will still have the rights to the name, but only in the section of 
the U. S. where it does business. 












Rules for Advertiser 





From the mass of cases cited, can any rules be deduced whereby the adver- 
tiser will know in advance whether his trade-mark will prove strong? How 
can he protect himself from unscrupulous men who want to cash in on his 
established good-will? Unfortunately, it is pretty difficult to know in advance 
what sort of name will win protection in a myriad of courts. But there are a few 
simple rules the advertiser should follow: 1)devise a unique and distinctive trade- 
mark (like “Kodak,” a coined word) ; 2) advertise the trade-mark nationally and, 
if necessary, offer to sell the product by mail anywhere in the country; 3) sue all 
imitators vigorously, trying to select the court which is most favorable. 


TRADE SLOGAN 


We publish below trade slogan received and entered in the records of the Asso- 
ciation in order to place on record the owner’s claim thereto: 







“It’s Good Going on Chevron Supreme Gasoline”........ Standard Oil Company of California 
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PART Il 


FEDERAL TRADE COMMISSION v. A. P. W. PAPER COMPANY, INC.— 
BRIEF IN BEHALF OF JOHNSON & JOHNSON AMICUS CURIAE 


Supreme Court of the United States 
October Term, 1945 
Hearing Held the Week of January 28, 1946 


On write of certiorari to the United States Circuit Court of Appeals for the 
Second Circuit. 


Summary Statement of Interest, Position, and Argument 


This brief is filed on behalf of Johnson & Johnson, New Brunswick, N. J., pur- 
suant to Subdivision 9 of Rule 27 of the Rules of this Court. It is intended to be 
supplementary to the brief filed in behalf of A. P. W. Paper Company, Inc., and is 
not designed as a complete presentation of the case. 

By this proceeding, and other similar proceedings now pending and presumably 
awaiting the decision of this Court in this proceeding, the Federal Trade Commis- 
sion has undertaken to terminate all interstate trade-mark use of the symbol of a 
red cross and of the words “red cross.”” 

Johnson & Johnson, a manufacturer of surgical dressings, has used the symbol 
of a red cross and the words “red cross” as its trade-mark on products of its manu- 
facture continuously since 1879. The other few remaining pre-1905 users in inter- 
state commerce are equally interested.* We refer among others to John V. Canepa 
Co. of Chicago, Illinois, which in 1872 adopted as its trade-mark this symbol deriv- 
ing from the flag of Canepa’s native city of Genoa and the coat of arms of the Duke 
of Genoa, and which has used it as its trade-mark on its macaroni products con- 
tinuously ever since; and to Chas. B. Silver & Son, of Havre de Grace, Md., user 
of the name and symbol as a trade-mark on canned goods of its manufacture con- 
tinuously since 1876.° 


1. In its petition for writ of certiorari, the Commission stated (p. 12) that the “decision 
by this Court, if it grants certiorari, will govern the application of the Trade Commission Act 
to all such pre-1905 users,” and (p. 13) that “the deception of those presently misled—the care- 
less, ignorant, illiterate or foreign-born—cannot be materially curbed by an accompanying cor- 
rective statement such as the court below permits the Commission to require.” 

2. Not over ten pre+1905 users in interstate commerce were known to be surviving at com- 
mencement of Congressional hearings on April 14, 1942. All but three of these present pre- 
1905 users, namely, Johnson & Johnson, United States Shoe Corporation, and A. P. W. Paper 
Company, Inc., are small firms with geographical limitation on distribution of product. As to 
appearances and testimony of surviving users, see hearings cited f.n. No. 9 infra. 

3. As to origin of Canepa’s trade-mark and its use since 1872, see Hearings before the 
Committee on Foreign Affairs, House of Representatives, Seventy-eighth Congress, Second 
Session, on S. 469, p. 116 et seg. As to Chas. B. Silver & Son, see same Hearings, p. 3, et seq. 
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Johnson & Johnson, in common with the few remaining pre-1905 users, has a 
vital interest in the issue of this case. If the Federal Trade Commission’s position 
is sustained, nothing will remain of the sanction given by Congress to such pre- 
1905 users by the Act of 1910. The Commission will proscribe all use on the 
premise that only complete suppression can satisfy. The Commission may im- 
mediately terminate all use by merely finding that there are people, however un- 
thinking and credulous, the “careless, ignorant, illiterate,” who might associate any 
trade-mark use with the American National Red Cross. 

Congress has always considered that the questions whether, in the public in- 
terest, (a) there shall be termination of pre-1905 commercial use, and, if so, (b) 
the conditions under which such termination shall be effected, are within its province 
to determine. Congress has consistently refused any abrupt termination as not in 
the public interest, and as inflicting unwarranted and unduly severe hardship on 
“good faith” users.* 

There are facts and historical considerations surrounding the adoption and 
the continued use of these trade-marks by pre-1905 users, not taken into account 
by the Commission, which Congress has deemed to be pertinent and important in 
its long and painstaking consideration of what the public interest requires. In the 
light of these pertinent and important facts Congress has continued to regard the 
bare naked use of these trade-marks as lawfully obtaining.’ It has further regarded 
as within its own determination what, if anything further, the public interest re- 
quires shall be done. 

In the hearings in 1942, 1943 and 1944, Congress had before it and considered 
the matter of possible deception.® It regarded possibility of deception as only one 
of the several matters, including equitable treatment of “good faith” users, to be 
taken in consideration in a situation which Congress itself had created, and over 
which it obviously considered it had retained jurisdiction so far as concerns the 
mere use of the name and symbol as a trade-mark by pre-1905 users. The Con- 
gressional sanction of “good faith uses’ does not extend to any and all manner of use. 
Congress did unquestionably give the Commission authority to control abuses, de- 
ceptive accompaniments and practices. The issue in this case, however, is limited 
to bare naked use of the name and symbol. It is, therefore, in the field of which 
Congress has shown its intention to retain jurisdiction. 

Seldom has a question received more painstaking and thorough consideration 
by Congress. What Congress did in 1905 and 1910 is already before the Court. 


4. “It was recognized, however, that there have been good faith uses of the symbol.” S. Rep. 
No. 534, Seventy-eighth Congress, Ist Sess., p. 2. 

5. In the last Congressional Committee Report to be filed, that of the Committee on For- 
eign Affairs of the House, dated December 11, 1944, the Committee stated “that under existing 
law, there are legal uses of the symbol by commercial users.” (See decision of the Circuit 
Court of Appeals in this case, 149 F. (2d) 424, 427). 

6. One reason advanced for proposed legislation that would eventually terminate the rights 
of the pre-1905 users was the alleged inference of association of the American National Red Cross 
with the trade-marked products (Hearings before Committee on Foreign Affairs, House of Rep- 
resentatives, on H. R. 6911, seventy-seventh Congress, 2d Sess., p. 9). S. Rep. No. 534, 
Seventy-eighth Congress, Ist Sess., p. 4, stated that “the protection of the public against possible 
deception” was a factor in proposing tapering off legislation. 
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In 1919 a bill was introduced to abolish commercial use. The proponents were 
heard but no further action was taken.’ 

During the three years, 1942, 1943 and 1944, there were introduced in Con- 
gress seven bills, all proposing ultimate termination of commercial use of the symbol 
and words. No bill proposed immediate termination. The range of time proposed 
by the various bills was from one to twenty-five years. Hearings on these bills 
were held by Committees of both Houses of Congress. These hearings extended 
over a period of approximately thirty-two months.” The consideration given by 
the Committees of Congress on this occasion is reflected, in part, in the more than 
eight hundred pages of printed “Hearings.” In the first House hearings witnesses 
were heard or written statements received from some forty-three parties, in the 
second House hearings from some thirteen parties, and in the Senate hearings from 
some eleven parties. Debates on the floor of the Senate occupied forty pages of the 
Congressional Record." There were three committee reports to Congress, two 
by the Committee on Foreign Affairs of the House,’* and one by the Committee 
on the Judiciary of the Senate.** Congress felt it essential to weigh the conflicting 
interests and equities of the public, the American National Red Cross, and the 
commercial users in the light of considerations and historical facts, of which the 
Commission took no cognizance. 

The Commission has disregarded, but Congress has deemed pertinent and im- 
portant : 

(1) that is mot the emblem of the American National Red Cross that these 
“good faith” users use ; but their own respective trade-marks deriving independently 
from a common and ancient source. 

(2) that use by the “good faith” users is to be distinguished from use that is 
false and deceptive from its inception. 


Argument 


1. It is not the emblem of the American National Red Cross that these “good 
faith” users use, but their own respective trade-marks deriving independently from 
a common and ancient source. 


The complaint alleges (R. p. 16) : 


7. H. R. 14330, Sixty-fifth Congress, 3d Sess., reprinted in Hearings before the Committee 
on Foreign Affairs on H. R. 6911, Seventy-seventh Cong., 2d Sess., p. 371 et seq. 

8. In the Seventy-seventh Congress (1942) H. R. 6911, 7221, 7337, and 7420; and S. 2441. 
In the Seventy-eighth Congress (1943) S. 469 and (1944) S. 1398. 

9. Hearings before the Committee on Foreign Affairs, House of Representatives, Seventy- 
seventh Congress, 2d Sess., on H. R. 6911. Hearings before A Subcommittee of The Commit- 
tee on the Judiciary, United States Senate, Seventy-seventh Congress, 2d Sess., on S. 2441 and 
H. R. 7420; and Hearings Before the Committee on Foreign Affairs, House of Representatives, 
Seventh-eighth Congress, 2d Sess., on S. 469. 

10. April 14, 1942 to December 8, 1944. 

11. Ninetieth Congressional Record (Jan. 19, 1944), pp. 396-411, and (April 24, 1944), 
pp. 3698-3721. 

12. H. Rep. No. 2387, Seventy-seventh Congress, 2d Sess. (July 24, 1942), and No. 2054, 
Seventy-eighth Congress, 2d Sess. (December 11, 1944). 

13. S. Rep. No. 534, Seventy-eighth Congress, Ist Sess. (November 15, 1943). 
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PARAGRAPH SIx: The Red Cross name and emblem as provided by the Geneva con- 
vention of 1864 soon became heralded throughout the world. Various manufacturers and 
commercial houses in the United tates were quick to capitalize on its popularity and 
public appeal. In a few years following the conclusion of the Geneva convention, Amer- 
ican manufacturers began to use trade-marks employing the Red Cross name and emblem, 
and articles of commerce bearing the Red Cross name and emblem began appearing all 


over the United States. This practice began as early as 1872, soon became indiscriminate, 
and has continued. 


No evidence was introduced to support this allegation. No finding was made to 
this or any similar effect. In the “Findings as to the Facts,” the only reference 
related to this allegation is “Paragraph Twelve” (pp. 47-48), reading: 


PARAGRAPH TWELVE: It is insisted by respondent that the use of a red cross as an 
emblem or insignia dates back several centuries and that such use long antedated the Red 
Cross organization. The record indicates, however, that the use of a red cross in the 
particular form and coloration here involved—a Greek red cross on a white ground— 
had its origin in the Geneva Convention of 1864. The emblem was formed by reversing 
the colors of the flag of Switzerland. The red cross used prior to that time was usually 


in the form of an ecclesiastical cross or in some other form differing from the Greek red 
cross. (Italics furnished.) 


This “finding” appears to concede that the use of the symbol of a red cross 
and of the words “red cross” is ancient, except for a “Greek red cross on a white 
ground.” There is no testimony or other evidence in the record to support the 
finding that the Greek red cross on a white ground had its origin in the Geneva 
Convention of 1864. 


Responsible historical sources establish that it was not through any adoption 


and use initiated at Geneva in 1864 that the red cross acquired its significance of 
charity, mercy, care of wounded, sanctuary, hospitalization, relief of suffering, sani- 
tation, medicine, surgery, and products associated with these fields. Quite the con- 
trary. It would have been difficult for the conferees in 1864 to have chosen an 
emblem of richer historical significance, or an emblem at that time of more universal 
use and acceptance in Christian countries. The association of the red cross with 
these fields antedated 1864 by centuries. It is an inescapable conclusion that the 
Geneva Convention adopted this symbol not to give it significance, but because this 
symbol already had that significance. This the founders themselves recognized. 
Gustave Moynier was a distinguished Swiss attorney, president of the Geneva 
Society of Public Utility that called the preliminary conference of 1863, a delegate 
of the Swiss Government at the Conference of 1864, and first president of the 
International Committee from 1864 to 1910. As to the adoption of the symbol, 
Mr. Moynier stated in his A Study of the Geneva Convention” published 1870 that 


14. Compte Rendu de la Conérence Internationale réunie 4 Genéve les 26, 27, 28 et 29 
October 1863—Supplement des Bulletin International des Sociétés de la Croix- Rouge T. XXXV, 
No. 137, V. Janvier 1904, pp. 14-15. 

Bulletin International des Sociétés de la Croix Rouge, October, 1910, pp. 172-207. 

Gustave Moynier by Bernard Bouvier. 

La Berceau de la Croix Rouge by A. French. 

Dictionaire Historique et Bibliographique de la Suisse, Neuchatel 1930, Vol. 5, p. 28. 

Encyclopedia Universal, Europeo-Americano, Barcelona, Spain, 1907, Vol. 36, p. 1550. 


15. Rtude sur la Convention de Genéve, Librairie de Jéel Cherbuliez, Paris, 1870, pp. 231- 
232. 
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“the symbol of charity is that which responds best to the sentiments by which the 
promoters of the convention were animated and to the spirit of this treaty,” and he 
referred further to it as “the bloody cross of Calvary framed in a shroud of inno- 
cence.” 

There is nothing in the Convention of 1864 nor in the minutes of the Confer- 
ence to support any assertion that “the emblem was formed by reversing the colors 
of Switzerland.” Reference to the Swiss colors in the 1906 revision of the Geneva 
Convention was an afterthought in an effort to strip the emblem of its religious 
association, to make it more acceptable to Turkey, Egypt, Persia, and other non- 
Christian countries. The fact that the cross could not be separated from its ancient 
religious significance by mere parliamentary pronouncement became quite clear, 
with the result that eventually in the 1929 revision of the Convention, the red crescent 
(the religious symbol of certain Mohammedan countries) and the red lion and sun 
(the spiritual symbol of the Persians) were put on an equal footing with the red 
cross as recognized emblems of the convention.”® 

The only reference to the symbol in the Convention of 1864 is in the provision 
of Article 7 that “the flag and arm band shall bear a red cross on a white ground.” 
The minutes of the convention are silent on the form, character, and source of the 
cross. There is no suggestion of newness, uniqueness, or exclusiveness. In fact, 
there is no mention of red cross in the convention other than the words just quoted. 

Nothing can be found to support the Commission’s “finding” that “The red 
cross used prior to that time (1864) was usually in the form of an ecclesiastical cross 
or in some other form differing from the Greek red cross.” Heraldic authority 
is to the contrary.” Apart from the fact that the word “Greek” was never men- 
tioned in the convention nor in any early definition of the symbol, the very word 
“Greek” in describing the character of the cross is indicative of origin other than 
and earlier than Geneva 1864. A Greek cross is authoritatively defined as “an 
upright crossed in the middle at right angles by a beam of equal length.”"* In 
heraldry it is the basic cross of which many others are variations.” Certainly there is 
nothing novel in coloring the cross red, a color commonly associated with crosses 
in attaching “the memory of the bloody cross of Calvary,” as Moynier expressed it 
(supra). This red cross is the national emblem of England. 


16 Treaty Series No. 847; 47 Statutes at Large 2074, Chapter VI, Article Nineteen. As to 
recognition of the symbol as having religious significance and the effort to strip it of that 
significance, see La Révision de la Convention de Genéve—Etude Historique et Critique suivie 
d’un Projet de Convention Révisée—a publication of the International Committee of the Red 
Cross at its headquarters, Geneva, 1898, pp. 9-10, 24; Aetes de la Conférence de Révision 
Réunie 4 Genéve, du 26 juin au 6 juillet 1906, printed in Geneva by Imprimerie Henri Jarrys 
Rue de la Treille, 4, 1906, pp. 63, 162-163; and Actes de la Conférence Diplomatique (1929) 
Convoquée par le Conseil Fédéral Suisse pour la Révision de la Convention du 6 Juillet 1906 
pour l’Amélioration du Sort des Blessés et Malades dans les Armées en Campagne, printed by 
the Printing Shop of Journal of Geneva, Geneva, 1930, p. 251. As to significance of the red 
crescent and red lion and sun, see Encyclopedia Britannica, 1945 ed., Vol. 6, p. 670; Flags of the 
World, Past and Present by V. Wheeler-Holohan, 1939, p. 232; and Persian Language and 
Literature by Marcellus Donald de Redlich, printed by Haig Herant-Pakradooni, International 
Printing Co., Philadelphia, 1929. 

17. A Treatise on Heraldry, British and Foreign with English and French Glassaries, New 
and Enlarged, in two volumes, by John L. Woodward, Edinburgh and London, 1890, p. 160. 

18. Century Dictionary and Encyclopedia, 1906 ed., Vol. 2, p. 1361. 
19. Handbook of Heraldry by John E. Cussaus, London, 1893, pp. 59-61. 
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The words “red cross” and the single hyphenated word “red-cross” were in 
common usuage in the English language for at least four hundred years prior to 
1864. In the eighteen editions of Webster between 1828 and 1890 the only definition 
for the word is as follows: 


red cross, n. The cross of St. George, the national emblem of the English. 


This red cross flies on the Union Jack today. 
In the Webster’s edition of 1890 appears for the first time a second definition : 


(b) the Geneva cross. See Geneva convention and Geneva cross, under Geneva. 


The Century Dictionary, in its edition of 1889, gives fifteen lines to historical 
uses and six lines to Geneva 1864. 

The fullest treatment is that in the Oxford English Dictionary, 1933, which de- 
votes seventy-four lines to red cross. 

The first definition of the Oxford English Dictionary is as follows: 


red cross, red-cross. 


(1) a cross of red colour; esp. a. as the national emblem of England; St. George’s 
Cross. 


Under this definition follow six instances of such usuages in 1430, 1578, 1601, 1652, 
1805, and 1838. The instances given do not pretend and are not intended to be 
exhaustive and inclusive of all written use, but rather are typical of usage in the 
language at the times of instances cited. 

The second use defined in the Oxford English Dictionary is as a sign of medical 
quarantine in sanitation——“as the mark made on the doors of infected houses dur- 
ing the London plagues of the 17th century.” A portion of the ordinance of the 
Council of the City of London adopted in 1665 reads :” 


Every Visited House to be Marked. 
That every house visited, be marked with a red cross of a foot long, in the middle of 
the door, evident to be seen, and with these usual printed words, that is to say “Lord have 


” 


mercy upon us,” to be set close over the same cross, there to continue until lawful 
opening of the same house. 


That a red cross should be used for this purpose is not at all surprising, for the 
symbol had already at that time (1665) become firmly attached to medicine. The 
Society of Barber-Surgeons of London was granted its charter by King Edward 
IV in 1462. The Barber-Surgeons constituted the medical profession of the 
day. Their symbol of the equilateral red cross was officially confirmed to them 
as early as 1589.% They had derived their use of the symbol from their own re- 
ligious origin associated with hospitals, which, in those days, were exclusively 
ecclesiastical institutions. 

In the Oxford English Dictionary there are other additional uses listed before 
mention of use deriving from Geneva, 1864, the last in point of time. It is clear 


20. The History of the Great Plague in London in the Year 1665 by a Citizen Who Lived 
the Whole Time in London, London, 1819, p. 88. 


21. Annals of the Barber-Surgeons of London, by Sidney Young, London, 1890, p. 440. 
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from this source alone that the symbol did not come into being through the Geneva 
Convention of 1864; that it was not created by the Geneva Convention of 1864; 
and that it was not unique to the societies formed under the Convention of 1864. 
On the contrary, the use under the Convention of 1864 was the last use in the 
field. It could scarcely expect to preempt so rich an historical usage, including 
usage signifying the emblem of England. 

In addition to the emblem of England, the cross in some color, frequently red, 
appears in the flag of nearly every Christian country. A red cross appears in the 
state and territorial flags of Alabama, Florida, Maryland, and Hawaii; in the na- 
tional flags of Great Britain, Australia, Iceland, India, South Africa, Canada, New 
Zealand, Jamaica, Latvia, and Tonga; in the merchant flags of Great Britain, Ice- 
land, Latvia, Australia, India, Canada, South Africa, New Zealand, and Jamaica; 
in the city flags of Jerusalem, Constantinople, London, and Geneva; and in the early 
North American flags of John Cabot (1497), Colonial Flag of 1620, Governor Endi- 
cott Flag (1634), New England Ensign (1652), Governor Andros Flag (1686), 
Escutcheon Ensign (1701), English Red Ensign (1705), Newberry, Mass. 
(1720), New England (1737), Taunton Flag (1774), Bunker Hill Flag (1775), 
First Navy Ensign Cambridge Flag (1775), and Westmoreland Co., Pennsylvania 
(1775). 

Dating from the Crusades, the red cross has been a symbol of trade and com- 
merce ; in shipping, banking, medicine, by barbers, goldsmiths, silversmiths, armorers, 
card makers, curriers, printers, as a store sign of identification, and as the symbol 
of nationally sponsored enterprises. 

In the category of nationally sponsored enterprises may be listed the trade- 
marks of Hudson’s Bay Company, East India Company, African Company, and 
South Sea Company. Each bears the red cross of St. George, the Greek red cross 
on a white ground. That of the Hudson’s Bay Company has been in use in world- 
wide trade since grant of Letters Patent by Charles II in 1670; and that of the 
East India Company since grant of Queen Elizabeth in 1601.” 

The Genoese spread the mark far and wide in the commerce of the thirteenth and 
fourteenth centuries. St. George had been the patron saint of the Genoese Republic 
from early years.” 


Under the banner of the Red Cross, and the emblem of St. George, countless galleys 
lef this part of Genoa day by day to bring back from far distant lands the wealth of India, 
China, and the East. No port or harbour of the then known world was unvisited by them; 
from Moorish Spain, from England, Flanders, and the far north they brought back car- 
goes of merchandise. . . . In a word, these mediaeval Italian republics, Genoa, Pisa, and 


Venice, rewove the web of international intercourse which the barbaric hordes had 
broken.”* 


The commercial use derives and dates, in fact, from the Crusades. 


22. History of London from its Beginning to the Present Time, by William Maitland, Lon- 
don, 1775, pp. 1256-1257. 


23. The Catholic Encyclopedia, 1909 Edition, Vol. VI, p. 453. 
24. Genoa, How the Republic Rose and Fell, by J. Theodore Bent, London, 1881, Chapter 
i, Oz. 
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The red crosses were the most numerous, in addition, it was the sign of the Crusaders. 
The innkeepers of the Middle Ages hung them out as signs to passing Crusaders; then, 
when they had finished their journeys to the Holy Land and had earned lifelong fame by 
so doing, naturally, used this cross afterwards as a sign in their profession or trade.”® 


The use of a red cross as a trade-mark on medical products was quite natural. It 
was the symbol of hospitalization, medicine, and surgery, deriving from the Church 
that in the Middle Ages was the sponsoring agency for these activities. Early 
medical practitioners were monks who traveled about. The mark of the Church 
became the mark of the activity of the Church.” Moreover, as stated above, the 
red cross was the confirmed emblem of the Barber-Surgeons, the medical prac- 
titioners of the Sixteenth and Seventeenth Centuries. 

In his book on the Knights Hospitallers of the Order of Saint John of Jerusa- 
lem,” General Hume reviews the medical work of the order from its beginning in 
the Crusades to today, and the association, beginning in the Crusades and enduring 
today, of the emblem of this holy Order (the white cross on a red ground) with 
hospitalization, medicine, and surgery. 

Judge Learned Hand, in the case of Loonen v. Dietsch, 189 Red. Rep. 487 (S. D. 
N. Y. 1911), sustained a pre-1905 red cross trade-mark for toothbrushes. Speaking 
at a time closer to the conditions prevailing prior to 1905, he found (p. 489) that 
no bad faith was involved in the pre-1905 adoption of the mark, that the mark “is an 
easily caught symbol with an indefinite atmosphere, a kind of aseptic aura, connotat- 
ing clean preparation and careful protection from dirt. The complainant did only 
what others have done in exploiting that popular conviction, and the conclusion 
is pretty clear that those who so selected it not only had some such reason in mind, 
but succeeded in making the suggestion they intended to others.... It has been 
used on hospital ambulances, upon medicaments, upon doctors’ motor cars, upon 
barber shops, upon laundries, and for military field service not connected with the 
Red Cross Society. In short, until the legislation of 1905... , it had been quite 
instinctively adopted for many uses which were congruous with the chief objects 
of the society, but which did not indicate that the society had anything to do with 
them, or certainly with the frequency of use ceased to do so. Finally, Congress has 
clearly recognized that fact by permitting all those who prior to 1905 had used the 
mark lawfully, to continue. This appears beyond question in the Act of June 23, 
1910, C. 372, 36 Stat. 604.” 


2. Use by “good faith” users is to be distinguished from use that is false and 
deceptive from its inception. 

Those who, like Johnson & Johnson, adopted the ancient name and symbol as a 
trade-mark prior to 1881, did so before there was an American National Red Cross 
in this country. 


25. Der Vithangtiekens in Verbund mit Geschiendenis en Volksleven Beschound, Amsterdam, 
1868, Vol. I, pp. 398-399. 


26. The Story of Medicine in the Middle Ages, by David Riesman, New York, 1935, pp. 
17-27. 

27. Medical Work of the Knight Hospitallers of Saint John of Jerusalem, by Lt. Col. (now 
Major Gen.) Edgar Erskine Hume, Johns Hopkins Press, Baltimore, 1940. 
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As to them the American National Red Cross is the second comer.” 
Those who adopted subsequent to 1881 and prior to 1905, did so at a time when 
the American National Red Cross was so small and obscure that public knowledge of 
its existence could have been very limited at best and its future growth not foreseen. 
Writing in 1898 on the failure of the Society to attain recognition and prominence, 
Miss Clara Barton said® “ ... thus the Red Cross has stood, unrecognized in the 
shadows of obscurity all the eighteen years of its existence among us, waiting for the 
sure, alas, too sure, touch of war, to light up its dark figure, and set in motion the 
springs of action.” In 1902 the receipts of the American National Red Cross were 
$343.80. Membership in 1902 was 123; in 1903, 298; in 1904, 663; and in 1905, 
3,357. Not until 1916, with the first World War, did membership exceed 22,500." 

Obviously the early pre-1905 adopters of the name and symbol for commercial 
usage were not poachers. Their adoption was not for the purpose of deception, nor 
was their use deceptive or improper. It contained no false representation. There 
was no good-will of a yet to be founded American National Red Cross upon which 
to trade. Trade-mark users were in those days adopting crosses of every form and 
every color, far more often of a form other than Greek and of a color other than 
red.** Only ten of the presently surviving trade-marks in use in interstate commerce 
appear to have been of the Greek red cross (supra, f. n. 2). 

The Senate Committee described the early users as “good faith” users (supra). 
Continued use by these users since 1905 has been with the expressed approval of 
Congress, fully cognizant of all the facts. In 1910 the American National Red 
Cross agreed that it did “not want to disturb” those users.” 

For these reasons Congress has shown grave concern for the equities of these 
“good faith” users. Congress has recognized that although a tapering off period 
(with the right for a substantial time to say “formerly red cross”) might diminish 
the damage, nevertheless, the loss of a long-established good-will, built up over a 
long period of time, could be most injurious, if not ruinous, especially to a small, 
highly competitive business. If such a manufacturer must brand his product with 
a new mark, he will then be offering not the old familiar brand, but an unknown 
brand, in competition with long-established and well-known brands; and he will, 
to a substantial extent, be starting all over again. 


29. The first trade-mark registration act was that of 1870. (16 Stat. 210; Rev. Stat. Sects. 
4937, 3941.) It was declared invalid in 1881. (The Trade-Mark Cases, 100 U. S. 83). There- 
fore, there were no Federal registrations prior to 1870. The American National Red Cross 
did not file its trade-mark registration until 1897. It was registered in the United States Patent 
Office as No. 30,428, under date of July 27, 1897. 

30. The Red Cross by Clara Barton, published by the International Society, Newark and 
Chicago, 1898, p. 680. See also pp. 5, 6 to effect that the news of accession of the Government 
of the United States to the Treaty of Geneva in 1882 was announced to the people of 
America only in “a little four-line paragraph in the Congressional doings of the day in the 
Evening Star.” 


31. House Hearings, Committee on Foreign Affairs, on H: R. 6911, Seventy-seventh Congress, 
2nd Sess., pp. 263-265. 

32. House Hearings Committee on Foreign Affairs, on H. R. 6911, Seventy-seventh Con- 
gress, 2d Sess., pp. 418-425. 


33. House Hearings, Committee on Foreign Affairs, Seventy-seventh Congress, 2d Sess., 
on H. R. 6911, p. 45. 
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There is No Precedent for the Commission’s Action 


The Commission can point to no case where a trade-mark innocently adopted, 
without falsity or deception, and a good-will lawfully developed and established, 
have been wiped out because of a second comer or because an earlier comer has 
eventually become dominant, regardless of some possible public confusion. 

In all the cases cited by the Commission the labels or statements ordered dis- 
continued were false and untruthful from inception.* Where good-will has been 
innocently and in good faith established and attached to trade-mark use in a certain 
field or area, an earlier user who becomes dominant cannot enjoin such good faith 
user (United Drug Co. v. Rectanus Co., 248 U. S. 90). Nor can a second user 
who becomes dominant by national advertising and distribution, enjoin the small, 
local first user of the same mark on the same goods (Jacobs v. Iodent Chemical Co., 
41 F. (2) 637, C. C. A. 3rd; involving the well-known “Iodent” toothpaste). It 
makes no difference that continued use by an innocent second comer in his own 
territory will cause some public confusion. (Socony-Vacuum Co. v. Oi City 
Refiners, 44 F. Supp. 439; aff. 136 F. (2) 470, C. C. A. 6th.) The court pointed 
out (44 F. Supp. 439, 440) that any public confusion resulted from no wrongful con- 
duct, and that it was not therefore incumbent on the Court to alleviate any such con- 
fusion. 

Pre-1905 users are using their own marks (not the emblem of the American 
National Red Cross) in their own limited fields. Such mere use is honest and truth- 
ful. The goods thus marked are the products that the public has been buying under 
this identifying trade-mark for over half a century. This mark enables the public 
to identify the products that the public has found to be good and wants. 


The Decision of the Commission Would Uproot Fundamentals of Trade-Mark 
Law 


A decision sustaining the Commission would, for the first time so far as we 
can determine, destroy a trade-mark and good-will, honestly and lawfully and inno- 
cently established and developed, the use of which is truthful and honest and not 
tinged with fraud, solely because another but no more lawful or rightful user has 
become dominant, whereby there may be “careless, ignorant, illiterate” people who 
will believe there is some connection. 

The situation faced today by trade-mark owners of the red cross is not unlike 
that which may be anticipated by owners of a trade-mark of a red star, a blue cross, 
a green cross, or a white cross. They are threatened with loss of their property 
through no wrongful act or negligence of their own, but rather through the acts 
of another in attaining extraordinary prominence, in becoming better known to the 
public. 

The red star is an old and valuable trade-mark of one of the country’s lead- 
ing department stores. The red star is becoming increasingly famous and recog- 


34. In the case of F. T. C. v. Algoma Lumber Co., 291 U. S. 67, defendant advertised yellow 
pine (an inferior pine) as “white” pine, which is a superior product. The Commissioner’s 
brief is in errors in stating that this was a case where there was no initial deceptive act. 
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nized in this country as the emblem of the United Socialist Soviet Republics. Its 
continued use by the department store as a trade-mark will almost surely suggest, 
if it does not already suggest, to some uninformed persons, “the careless, ignorant, 
illiterate,” a connection with the U.S. S. R. In that likely event, continued use of 
its red star trade-mark by the department store will become an unfair and deceptive 
practice, to the same extent as present use of the red cross as a trade-mark. 

The same is true of the many blue cross trade-marks ; for the blue cross is rapidly 
attaining acceptance as the emblem of the Blue Cross Hospitalization Plan. This 
Blue Cross movement is hospital sponsored, is now in effect in 3,500 hospitals, and 
includes some 20,000,000 paid memberships in the United States, Canada, and 
Puerto Rico. 


The growth of the Blue Cross movement—20 million in a twelve year period, most of it 
in the last five years—is a practical proof of what can be done through advertising effort.** 


The growing prominence of the Blue Cross Hospitalization Plan may be compared 
with the experience of the American National Red Cross. In 1902 the membership 
of the American National Red Cross was 123 members, and its receipts for the year 
1902 were $343.80.% In only two years, namely 1917 to 1919, of the period 1900 
to 1941, inclusive, did the total membership of the American National Red Cross, 
including both adult and junior membership, exceed 20,000,000. Even as recently 
as 1941 it was less than 20,000,000. The Blue Cross Hospitalization Plan is growing 
rapidly, at the rate of “200,000 members a month or 2.4 million a year.”* Continued 
use of the blue cross as a trade-mark, as by one of the country’s leading pharmaceu- 
tical manufacturers, will almost surely suggest, if it does not already suggest, to some 
uninformed persons, “the careless, ignorant, illiterate,” a connection with the Blue 
Cross Hospitalization Plan. In that likely event, continued use of its blue cross 
trade-mark by the pharmaceutical manufacturer will become unfair and deceptive, 
to the same extent as present use of the red cross as a trade-mark. 

The Greek green cross on a white ground and the Greek white cross on a green 
ground have both come to symbolize safety. Both marks are employed by the 
National Safety Council. The National Safety Council has a membership of ap- 
proximately 6,000. The member-organizations are of the following character: in- 
dustrial, commercial, public utility, transportation and insurance companies, mu- 
nicipal and state departments of public safety, local safety councils, chambers of com- 
merce, automobile clubs, schools, libraries, and miscellaneous civic organizations. 
It is not unlikely that one or both of these symbols of the Greek white cross on green 
ground and the Greek green cross on white ground will attain such recognition as 
the emblem of safety or of the National Safety Council as to make trade-mark 


35. A Health Plan for the State of New York, by Louis H. Pink, published by Associated 

Hospital Service of New York, 370 Lexington Avenue, New York City, on December 11, 1945, 
. 12. 

. 36. Hearings Before the Committee on Foreign Affairs, House of Representatives. Seventy- 
seventh Congress, 2d Sess., on H. R. 6911, pp. 264-265. 

37. The Story of the Blue Cross, by Louis H. Pink, Public Affairs Pamphlet No. 101, 1945, 
p. 4; Blue Cross Plan, 2nd War Conference, Reports and Discussions, Hospital Service Plan 
Commission, American Hospital Association, 1943, p. 5. 

38. Social Work Yearbook, 1945, published by Russell Sage Foundation, N. Y., p. 570. 
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usage deceptive to the same extent as present use of the red cross as a trade-mark. 
The Greek green cross on white ground is the trade-mark of the country’s largest 
wholesale distributor of general retail package merchandise. 

The Greek white cross on a red ground is the national emblem of Switzerland. 
In 1936 Congress passed an act® prohibiting further adoption of this emblem as a 
trade-mark, with “equitable reservation of the rights of persons or corporations who 
had lawfully adopted and legitimately used” the emblem prior to passage of the act. 
This legislation was intended to parallel, under the provisions of the Geneva Con- 
vention of 1929, the prohibitions against the commercial use of the symbol of a 
red cross on a white ground. The white cross on a red ground is the recognized 
trade-mark of a manufacturer of surgical dressings that are distributed nationally. 
To some uninformed persons, “the careless, ignorant, illiterate,” this trade-mark 
may suggest connection with the Swiss Government. 


Conclusion 


There is no evidence in the record to support the vital finding of the Commis- 
sion “that the use of a red cross in the particular form and coloration here involved— 
a Greek red cross on a white ground—had its origin in the Geneva Convention of 
1864.” The present brief cites conclusive evidence to the contrary. 

Neither has the Commission cited any case wherein a mark or symbol not per se 
deceptive, adopted and used in good faith and without collateral deceptive acts, 
has been suppressed because of a secondary meaning attaching to the mark or sym- 
bol as a result of a subsequent public, quasi-public, or private dominant use. 

The decision of the Circuit Court of Appeals represents the fair solution of the 
difficulties that prompted issuance of the Commission’s complaint. It is in harmony 
with the tradition of related trade-mark decisions. If the decision of the Circuit 
Court of Appeals were reversed and the order of the Commission sustained, the 
fundamentals of trade-mark law would be uprooted: a trade-mark owner would 
be left in fear of extinguishment of his property at any time that the Commission 
might find that some other public, quasi-public, or private organization, for whatever 
reason, had become dominant. 

The judgment of the Circuit Court of Appeals should be affirmed. 


Respectfully submitted, 


KENNETH PERRY, 


Attorney for Johnson & Johnson. 
Hector M. Homes, 
of Council. 


39. Title 22, U. S.C. A. Section 248; 49 Stat. 1557. 
40. See Hearings Before the Committee on Foreign Affairs, House of Representatives, 
Seventy-seventh Congress, 2d, on H. R. 6911, pp. 414, 416. 
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THE SAN FRANCISCO ASSOCIATION FOR THE BLIND v. INDUS- 
TRIAL AID FOR THE BLIND, INC. 


Circuit Court of Appeals, Eighth Circuit 
January 10, 1946 





TRADE-MARK—CONFUSING SIMILARITY. 

Held—“Blind-Kraft” is confusingly similar to “Blindcraft.” 

TRADE-MARKS—UNFAIR COMPETITION. 

The defendant cannot justify use of plaintiff’s mark on ground that the volume of the plain- 
tiff’s business is comparatively small or that the defendant was unaware of competition be- 
tween his products and those of plaintiff. Defendant is enjoined and plaintiff is granted 
injunction for which it prayed. 


Action for trade-mark infringement and unfair competition. From judgment 
for the defendant, plaintiff appeals. Affirmed. 



























Hugh N. Orr, San Francisco, Calif. (Rodney Bedell, St. Louis, Mo., and Charles 
S. Evans, San Francisco, Calif., on the brief) for appellant. 

Joseph J. Gravely (Emmett T. Carter, David Baer, Jr., Carter, Bull & Garstand, 
and Carr & Carr & Gravely on the brief), all of St. Louis, Mo., for appellee. 
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Before SANBORN, WooprouGH and JOHNSEN, Circuit Judges. 


SANBORN, C. J.: 


This appeal is from a judgment dismissing the complaint of the appellant. The 
complaint charged the appellee with infringement of the appellant’s registered trade- 
mark “Blindcraft” and with unfair competition. The appellant will be referred to 
as “plaintiff,” and the appellee as “defendant.”” The District Court determined that 
the term “Blindcraft” is descriptive and not subject to appropriation as a trade-mark, 
and that defendant’s products, which bear the mark “Blind-Kraft,” were not shown 
to have come into competition with those of plaintiff. The plaintiff asserts that. 
under the evidence and the applicable law, it was entitled to judgment. 

The plaintiff is a California corporation, formed in 1914. It has an office and 
factory in San Francisco. Its sole purpose is to assist the blind, mainly by furnish- 
ing them with gainful employment. It manufactures and sells brooms, brushes, 
mops, baskets, reed and rattan furniture, rugs and mats, and other similar prod- 
ucts. All of these are made by blind workmen. It receives no public subsidies 
and sells its products upon their merits in competition with the makers of similar 
goods. Plaintiff’s capacity to help the blind depends upon its ability profitably to 
market its products, which are sold in interstate and foreign commerce. The yearly 
volume of its business amounts to about $200,000. 

In 1916 the plaintiff adopted “Blindcraft’” as its trade-mark and since that 
time has used the mark upon all of its products, stationery, and advertising matter. 
It has widely publicized its goods and trade-mark in the United States and in for- 
eign countries. The plaintiff has procured four registrations of its trade-mark in 
the United States Patent Office under the Trade-Mark Act of February 20, 1905, 33 
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Stat. 724, 15 U. C. S. A. § 81 et seq.; the first on January 5, 1926, for brooms, 
brushes, dusters, and mops ; the second on March 23, 1926, for baskets ; the third on 
April 6, 1926, for reed and rattan furniture; and the fourth on February 12, 1929, 
for rugs and mats. The plaintiff, since it adopted its trade-mark, has claimed the 
exclusive right to use it, and has sought to prevent others from appropriating it. 
On three occasions the use of the trade-mark by similar organizations was discon- 
tinued by them after notice of plaintiff’s rights and registrations. One of these 
organizations was located in Massachusetts, one in New York, and one in California. 
The plaintiff, in 1937, notified the defendant that its use of the mark “Blind-Kraft” 
was an infringement of the plaintiff's trade-mark. The defendant has continued to 
use the mark. Evidence was introduced by the plaintiff to show that from a date 
prior to 1926 its products have been sold and distributed throughout the United 
States, including the State of Missouri and its neighboring states. 

The defendant is a Missouri corporation organized, apparently, in 1934. It 
serves the same useful purpose in St. Louis, Mo., that plaintiff serves in San 
Francisco, Calif. The minutes of the Missouri Commission for the Blind, a state 
agency, show that on January 5, 1935, it transferred to the defendant “all right, title, 
and interest in and to the... . St. Louis Broom Shop for the Blind,” including its 
assets and good-will. This shop, prior to the time the defendant took it over, was 
evidently operated under the supervision of, and belonged to, the Commission. 
The defendant receives state aid. It manufactures in St. Louis, and sells in Mis- 
souri and in states bordering on Missouri, brooms, mops on a handle, mop heads, 
door mats and handkerchiefs. About 1935 it made baskets for a period of six 
months. It attempted, unsuccessfully, to manufacture brushes. Its products are 
made by blind workmen and it has used the mark “Blind-Kraft” upon its goods with 
the consent of the Missouri Commission for the Blind. The mark has been used 
since December 15, 1928, upon the products of the shops established in Missouri 
for the blind by the Commission. The mark “Blind-Kraft” was registered as a 
trade-mark by the Commission with the Secretary of State of Missouri on February 
25, 1937, to be applied to “Brooms, Mops, Rugs, Bath Mats, Door Mats, Towels, 
Wash Cloths, Dish Cloths, Dust Cloths, Aprons, Shoe and Laundry Bags, Coat 
Hangers, Ironing Board Pads and Covers, Hot Plate Pads, Leather Belts and 
Purses, and Nursery Items, and other items that may be added from time to 
time.” 

The first question for consideration is whether the trade-mark “Blindcraft”’ is 
a valid trade-mark. The District Court was of the opinion that the term “Blind- 
craft” was descriptive of the handiwork of the blind and hence was available to 
anyone to describe the products of blind workmen. The court regarded “Blind- 
craft” as closely analogous to a geographical name. 

The Trade-Mark Act of 1905, c. 592, § 5, 33 Stat. 725-726, 15 U. S.C. A. 
§ 85, provides: “.... That no mark which consists . . . . merely in words or devices 
which are descriptive of the goods with which they are used, or of the character or 
quality of such goods, or merely a geographical name or term, shall be regis- 
er 
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It is true that the trade-mark “Blindcraft” suggests that an article so marked 
was made by blind workers. The term “Blindcraft,” however, is not specifically 
descriptive of any of the goods produced by the plaintiff or by the defendant or of 
the character or quality of such goods. The label “Blindcraft” upon a broom does 
not describe the broom. With respect to it, the mark is a fanciful, nondescriptive 
term. 


In the case of Henry Muhs Co. v. Farm Craft Foods, Inc. (D. C., E. D. New 
York), 37 F. Supp. 1013 [31 T.-M. Rep. 164]. Judge Galston held that the term 
“Farmcraft” as applied to farm products was a valid trade-mark. He said (page 
1015 of 37 F. Supp.) : 


The validity of the term “Farmcraft” as a trade-mark is attacked as descriptive because 
both the words “Farm” and “Craft” are said to be general terms and available to the public. 
But the combination of two descriptive components into a single coined, arbitrary and 
fanciful word may be a perfectly valid, technical trade-mark. The term must be con- 
sidered in its entirety. The word “Farmcraft” does not describe cheese nor any of the other 
products to which the plaintiff applies the term. At most it is a suggestive term. The 
distinction between words which are descriptive and those which are merely suggestive is 
noted in Le Blume Import Co., Inc. v. Coty, et al., 2 Cir., 293 F. 344. “Craft” is a word 
that has been employed in combination in frequent registrations in the United States Pat- 
ent Office, in such instances as “Seacraft” for fish, “Pancraft” for flour and “Musiccraft” 
for phonograph records. 


The District Court, in the instant case, thought that there was a distinction 
between the descriptiveness of “Farmcroft” and that of “Blindcraft.” The differ- 
ence between the two terms we regard as insubstantial. One is suggestive of 
products of the farm, and the other is suggestive of products of the blind. 

The case of Wolf Bros. & Co. v. Hamilton-Brown Shoe Co., 165 F. 413, 
which arose in this Circuit bears some analogy to this case. Two of the judges of 
this Court who heard the Wolf Bros. case thought that the trade-mark “The Amer- 
ican Girl” as applied to women’s shoes was geographical and descriptive. Judge 
Walter H. Sanborn, who dissented, thought that the trade-mark was neither geo- 
graphical nor descriptive. He said (page 418 of 165 F.): 


“The American Girl,” when applied to a shoe, is, in my opinion, an arbitrary and 
fanciful name, and hence constitutes a valid trade-mark, when it comes to designate the 
origin or manufacture of the shoe. It was not a geographical description of the shoe, be- 
cause it does not state or indicate that it was made, or sold, or used, in America. It 
was not, when first applied by the complainant to the shoe, and before he had taught the 
trade its meaning, descriptive of the shoe, or of its materials or characteristics (and that 
is the true test—Wellcome v. Thompson & Capper, 1 L. R. Ch. Div. 1904, 736, 742, 749, 
750, 754; Keasbey v. Chemical Works, 142 N. Y. 467, 471, 474, 475, 476, 37 N. E. 476, 40 
Am. St. Rep. 623), because it described nothing but a girl, and the term “American Girl” 
was just as descriptive of a coat, or a hat, or a glove, or a car, or an engine, or any other 
manufactured article, as it was of a shoe; that is to say, it was not descriptive of a shoe in 
any way whatever. It was nothing but an arbitrary, fanciful term, which the complainant, 
by means of its advertisements and its use, caused to indicate to the trade that the shoe to 
which it was applied originated in the complainant’s shops and was made by it. 


The Supreme Court, in reversing this Court, in Hamilton-Brown Shoe Co. v. 
Wolf Brothers & Co., 240 U. S. 251, said (pages 256-257) : 
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....» We do not regard the words “The American Girl,” adopted and employed by 
complainant in connection with shoes of its manufacture, as being a geographical or de- 
scriptive term. It does not signify that the shoes are manufactured in America, or intended 
to be sold or used in America, nor does it indicate the quality or characteristics of the 
shoes. Indeed, it does not, in its primary significance, indicate shoes at all. It is a fanci- 
ful designation, arbitrarily selected by complainant’s predecessors to designate shoes of 
their manufacture. We are convinced that it was subject to appropriation for that purpose, 
and it abundantly appears to have been appropriated and used by complainant and those 
under whom it claims. 


The term “Blindcraft,” to our minds, does not indicate brooms or brushes or 
mops or furniture or any species or class of goods upon which the plaintiff uses its 
mark. It is obvious that when the defendant (in 1928) adopted and (in 1937) 
registered, the term “Blind-Kraft,” it considered the mark one which properly 
could be appropriated and used. We have no doubt that the plaintiff was free 
to appropriate, register, and use “Blindcraft” as its trade-mark. 

The second question for consideration is whether the plaintiff's evidence estab- 
lished that, prior to the time “Blind-Kraft” was used as a trade-made by the 
Missouri Commission for the Blind on the products made in the shops under its 
supervision, the plaintiff had entered the defendant’s trade territory with products 
of the same class. The District Court found that the plaintiff had not entered the 
same trade territory with goods of the same class. It is necessary to determine: 
(1) when the Missouri Commission first used the mark “Blind-Kraft” or a substan- 
tially similar mark upon the products of the shops which it supervised; (2) whether 
the evidence shows competition by plaintiff in the same territory with goods of the 
same general class as those made and sold by the defendant. 

Apparently the mark “Blind-Kraft,” as used upon the products of the shops 
under the jurisdiction of the Missouri Commission for the Blind, devolved from 
an earlier use of the words “Blind Crafts’’ by the Northwest Missouri Association 
for the Blind, which had a shop at St. Joseph, Mo. George Pollard, who organized 
the shop in 1923, testified that he considered that the name of the Association was 
too long for billheads, labels, etc., and that he invented the name “Blindcraft” ; that 
he regarded that name as appropriate because the shop was making brooms, brushes, 
carpets and rugs and the word “crafts” would cover them all; that a sign “Metal- 
crafts” on a nearby factory aided him in choosing the name; that he placed the 
name “Blindcraft” on the shop in 1924, and that that continued to be its name until 
it was changed to “Blind-Krafts” in 1925 or 1926; that he had not heard of the 
name “Blindcraft” when he adopted it; that he used it to identify goods made in the 
shop at St. Louis. The evidence indicates that it is improbable that the name “Blind- 
craft” was used by Pollard. There are three letters of Mr. Pollard in the record, 
which were introduced by the defendant. Two of the letters, written in 1926, and 
one, written in 1928, were upon letterheads of the Northwest Missouri Association 
for the Blind. The letterheads show the word “Blind Crafts” under the name of the 
Association and over the street address. A director of the American Foundation for 
the Blind for 1926 shows the location of the Association to be “Blind Crafts, 307- 
309 South Fourth Street, St. Joseph, Mo.” Whether the words “Blind Crafts” 
were actually used upon the goods produced by the shop at St. Joseph, or by any of 
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the other shops supervised by the Missouri Commission for the Blind, is not clear 
from the record. No labels bearing the name were introduced, and there is no posi- 
tive statement by Mr. Pollard that the labels which were applied to the goods pro- 
duced at the St. Joseph shop bore those words. It is possible that an inference to 
that effect would be justified. On the other hand, the evidence of the defendant is 
not inconsistent with the theory that the name “Blind Crafts” or “Blind Craft’? came 
to be used prior to 1928 upon the shops under the jurisdiction of the Missouri Com- 
mission for the Blind, but not upon the products of those shops. A letter of May 
12, 1927, introduced by the defendant, shows that the shop at Springfield, Mo., 
was known as “Springfield Blind Craft Shop.” The biennial report of the Missouri 
Commission for the Blind for 1927-1928 contains the following statement : 


The trade-mark “Blind Kraft” will identify our products and aid in bringing to light 
unauthorized agents who are now introducing articles not made by the blind as our mer- 
chandise. 


This is persuasive that prior to 1928 the merchandise referred to had not been 
identified by a distinguishing mark such as “Blind Crafts,” “Blind Craft,” or “Blind- 
craft.” The defendant did not in its answer claim that the Commission had used any 
mark except “Blind-Kraft.” To the plaintiff's interrogatory—‘when did Missouri 
Commission for the Blind first adopt and use the trade-mark ‘Blind Kraft,’ as al- 
leged in defendant’s answer heretofore filed in the above entitled proceedings ?”— 
the defendant’s answer was: “Missouri Commission for the Blind first adopted and 
used the trade-mark ‘Blind-Kraft’ on or about December 15, 1928.”” Under the plead- 
ings and the evidence, we are satisfied that the defendant cannot claim that the 
Missouri Commission for the Blind used the mark “Blind-Kraft,” or any substan- 
tially similar mark, prior to December 15, 1928. 

The defendant, by its own admission, has sold its products in “Illinois and other 
states bordering Missouri, and locally to wholesalers and railroads who shipped to 
destination unknown to defendant. Among such wholesalers and railroads are 
Butler Bros., S. S. Kresge Co., F. W. Woolworth Co., Kroger Grocery Co., Great 
Atlantic and Pacific Co., Missouri Pacific, Wabash, M-K. & T. and St. Louis and 
San Francisco Railroad companies. ...” This would indicate a fairly wide inter- 
state distribution of defendant’s products. The states bordering on Missouri are 
Nebraska, Kansas, Oklahoma, Arkansas, Tennessee, Kentucky, Illinois and Iowa. 

In an answer to an interrogatory propounded by the defendant, the plaintiff 


stated : 


Products produced by plaintiff and bearing its trade-mark “Blindcraft” have been sold 
in (1) St. Louis, (2) outside of St. Louis in the State of Missouri, (3) states east of the 
Rocky Mountains, and (4) Illinois and neighboring territory continuously since a date 
prior to 1926. The specific dates and other particulars with respect to the first sales of 
such products in said territories are not now known, and plaintiff's records relating to the 
same are not now available. Products so sold by plaintiff and bearing its trade-mark 
“Blindcraft” comprise red and rattan furniture, including chairs, settees, tables, jardi- 
nieres, lamp bases, standards and pedestals, lamp shades, couches, stands, smoking sets, 
shoe stands, hat racks, fern boxes and stools; also trays and baskets made of reed, rattan, 
hemp, wicker or grass; rugs and mats woven, knitted or sewn together and made of cot- 
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ton, wool, grass or hemp; brooms, brushes, dusters and mops; and many other similar 
products. 


In substantiation of this statement, the plaintiff furnished tabulations, made from 
its original records (which records were subsequently destroyed), purporting to 
show shipments of plaintiff's products into the defendant’s trade territory during 
the year 1926, during the period 1926 to 1932, and during the period February to 
September, 1939. These tabulations indicated that sales were made in 1926 in 
Illinois and Missouri ; that during the period 1926 to 1932 sales were made in IIlinois, 
Kansas, Oklahoma and Nebraska; and that in 1939 sales were made in Missouri, 
Illinois, Iowa, Kansas, Kentucky, Nebraska, Oklahoma, and Tennessee. In an- 
swer to the defendant’s interrogatories, the plaintiff also stated taht it had sold 
large quantities of its products to wholesalers, jobbers, and others doing an inter- 
state business, including such concerns as Safeway Stores, Inc., Sears Roebuck 
& Co., Southern Pacific Company, Santa Fe Railway Co., Standard Oil Company, 
and Shell Qil Company. Ruth A. Quinan, the President and General Manager of 
the plaintiff, who has been associated with it since 1914, testified by deposition that 
the statement (made in answer to defendant’s interrogatories) that plaintiff’s prod- 
ucts had been sold in Missouri and contiguous territory since a date prior to 
1926, was correct. She explained how the tabulations attached to the answers to the 
interrogatories were made from the original records, atid why the original records 
were no longer available. The credibility of Mrs. Quinan was not questioned. Her 
testimony was not impeached or contradicted. It cannot be disregarded. Chesa- 
peake & Ohio Ry. Co. v. Martin, 283 U. S. 209, 216-217. 


We think that the plaintiff’s evidence sufficiently established that its products 
were being sold and distributed in the defendant’s trade territory prior to December 
15, 1928. It is to be noted that, with the exception of reed and rattan furniture 
and baskets, the articles made and sold by plaintiff are generally of the same classes as 
those made and sold by the defendant and by the shops supervised by the Missouri 
Commission for the Blind. 


....a trade-mark protects the owner against not only its use upon the article to which 
he has applied it but also upon such other articles as might naturally or reasonably be 
supposed to come from him. Protection extends to all goods of the same class even 
though the alleged infringement is not upon the same species of articles. California Fruit 
Growers Exchange v. Windsor Beverages, Limited, 7 Cir., 118 F. 2d 149, 152-153 [31 T.-M. 
Rep. 121]. See, also Layton Pure Food Co. v. Church & Dwight Co., 8 Cir., 182 F. 35, 
37; Aunt Jemima Mills Co. v. Rigney & Co., 2 Cir., 247 F. 407, 409-410; Rosenberg 
Bros. & Co. v. Elliott, 3 Cir., 7 F. 2d 962, 963-965; Philco Corporation v. Phillips Mfg. 
Co., 7 Cir., 133 F. 2d 663, 672-673, 148 A. L. R. 125, 137-138. 


It is true that the use, in good faith, of a trade-mark on goods which are non- 
competitive will not ordinarily be enjoined. See Horlick’s Malted Milk Corp. v. 
Horlick, 7 Cir., 143 F. 2d 32, 35 [34 T.-M. Rep. 222] ; Walgreen Drug Stores, Inc. 
v. Obear-Nester Glass Co., 8 Cir., 113 F. 2d 956, 962-963 [30 T.- M. Rep. 477] ; 
Griesedieck Western Brewery Co. v. Peoples Brewing Co., 8 Cir., 149 F. 2d 1019, 
1023 [34 T.-M. Rep. 229]. 


We think that, under the evidence and the applicable law, the plaintiff was en- 
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titled to a judgment enjoining the defendant from using the trade-mark “Blind- 
Kraft,” which is confusingly similar to the plaintiff’s trade-mark. The defendant 
may not justify its use of the plaintiff's trade-mark upon the ground that the 
plaintiff's volume of business was comparatively small or that the defendant was 
not aware of any competition with the plaintiff’s products. The public has a sub- 
stantial interest in being protected against the confusion which results from the use 
of similar trade-marks on similar goods in the same territory. See Rosenberg Bros. 
& Co. v. Elliott, supra (pages 965-966 of 7 F. 2d) 

The delay of plaintiff in bringing this action will not prevent the issuance of an 
injunction against further infringement, but will, under the circumstances of this 
case, deprive the plaintiff of any right to damages or an accounting. See Menendez 
v. Holt, 128 U. S. 514, 523-525; Layton Pure Food Co. v. Church & Dwight Co., 
8 Cir., 182 F. 35, 41-42. 

We think that the District Court erred in concluding that the plaintiff’s trade- 
mark was invalid and in finding that there had been no competition between the 
plaintiff and the defendant in the same territory with respect to goods of the same 
class. 

The judgment appealed from is reversed, and the case is remanded with direc- 
tions to grant the plaintiff the injunction for which it prayed. 


THE PERFECTION COMPANY, et at. v. COE, COMMISSIONER OF 
PATENTS, Et AL. 


District Court, District of Columbia 
April 12, 1945 


TRADE-MARKS—CONFUSING SIMILARITY—How DETERMINED. 
In the case where neither mark is printed or written in a distinctive manner, the ques- 
tion of confusing similarity is based merely on the words themselves. “Sun Drop” and “Sun- 
Tang” do not sufficiently resemble each other “as to be likely to cause confusion or mistake 

in the minds of the public or to deceive purchasers.” 


Action under R. S. 4915 by The Perfection Company and The Perfection Com- 
pany, Ltd., against Conway P. Coe, Commissioner of Patents, and the Mil-K-Botl 
Corporation of America to enjoin cancellation of trade-mark registration No. 375,708. 
Judgement for plaintiff. 


Philip E. Biggers and Munson H. Lane, both of Washington, D. C., for plaintiffs. 
W.W. Cochran, Washington, D. C., for Commissioner of Patents. 
Lee B. Kemon, Washington, D. C., for the Mil-K-Botl Corporation of America. 


Hartican, D. J.: 


This is a suit under R. S. § 4915, Tit. 35, U. S. C. A. § 63, in which the plain- 
tiffs pray that the court adjudge and decree that the Commissioner of Patents of 
the United States be enjoined and restrained from cancelling plaintiffs’ Registration 
375,708 of the trade-mark “Sun-Tang.” 
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PERFECTION CO. v. COE 


The parties stipulate as follows: 


In the matter of the above-entitled Cancellation Proceedings, it is hereby stipulated 
and agreed between counsel that the following facts are to be regarded as admitted, 
and that these admitted facts may be referred to herein with the same force and effect for 
all purposes and proceedings, original and appellate, as if such facts had been proven by 
competent proof properly taken herein: 

1. The original Respondent, Grover C. Thomsen, doing business as The Glassite Com- 
pany, under date of August 2, 1939, filed in the United States Patent Office an application 


for registration of “Sun-Tang,” which mark was registered February 27, 1940, as No. 
375,708. 


2. The Perfection Company, referred to in paragraph 1 of Respondent’s Answer, is a 


corporation duly organized and existing under the laws of the State of Texas, and is doing 
business at Waco, Tex. 

3. The original Respondent, Grover C. Thomsen, doing business as The Glassite Company 
has assigned to said The Perfection Company, of Waco, Tex., by a duly executed and 
recorded assignment, all of his right, title and interest in the mark “Sun-Tang” and the 
United States Trade-Mark Registration (No. 375,708, dated February 27, 1940) pertain- 
ing thereto, together with the good-will of the business in which the “Sun-Tang” mark 
was used. 

4. The title to said United States Trade-Mark Registration No. 375,708 is now vested 
in said The Perfection Company. 

5. The Perfection Company of Waco, Tex., is entitled to exclusively defend the right 
to registration involved herein. 

6. The J. F. Lazier Manufacturing Co., Inc., referred to in paragraph 2 of the Petition 
for Cancellation, under date of December 17, 1929, filed in the United States Patent Office 
an application for registration of “Sun-Drop,” which mark was registered April 15, 1930, 
as No. 269,655. 

7. The Mil-K-Botl Corporation of America, the Petitioner in these Cancellation Pro- 
ceedings, is a corporation duly organized and existing under the laws of the State of 
Missouri, and is doing business at 3012 Locust Street, St. Louis, Mo. 

8. The J. F. Lazier Manufacturing Co., Inc., referred to in paragraph 2 of the Petition 
for cancellation, has assigned to said The Mil-K-Botl Corporation of America, by a duly 
executed recorded assignment, all of its right, title and interest in the mark “Sun Drop,” 
and the United States Trade-Mark Registration (No. 269,655, dated April 15, 1930) per- 
taining thereto, together with the good-will of the business in which the “Sun Drop” 
mark was used. 

9. The title to said United States Trade-Mark Registration No. 269,655 is now vested 
in said The Mil-K-Botl Corporation of America. 


The above stipulation and the “Sun Drop” registration constituted The Mil-K- 
Botl Corporation’s case in the Patent Office. 

The defendants have consented to the granting of The Perfection Company’s 
motion that The Perfection Company, Ltd., a co-partnership, be joined as a party 
plaintiff as The Perfection Company is in the course of transfer to that limited 
partnership. 


Trade-Mark 269,655 is for flavoring extracts and concentrated syrups for 
making soda water and for other beverages, particularly for orange beverage, in 
Class 45, Beverages, non-alcoholic. Trade-Mark 375,708 is for non-alcoholic malt- 
less beverages and for maltless syrups used in the production thereof, in Class 45, 
Beverages non-alcoholic. 
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The plaintiffs admit that the goods named in both registrations are goods of the 
same descriptive properties. 
Sec. 5(b) of the Federal Trade-Mark Act of February 20, 1905, provides that no 


marks shall be registered 


. which so nearly resemble a registered or known trade-mark owned and in use 
by another and appropriated to merchandise of the same descriptive properties as to be 
likely to cause confusion or mistake in the mind of the public or to deceive purchasers... . 


It is under said Sec. 5 that the Commissioner of Patents cancelled the plaintiffs’ 
registration of the trade-mark “Sun-Tang.” 

On December 24, 1941, the Examiner of Interferences stated in his decision 
“The registration here involved discloses the notation “Sun-Tang,” of which the 
descriptive word “Tang” is disclaimed “apart from the mark,” for use in connec- 
tion with “non-alcoholic maltless beverages and for maltness syrups used in the 
production thereof.”” He found that the marks “bear such near resemblance as to 
be reasonably likely to cause confusion if concurrently used in trade upon goods 
of the kind specified” and recommended that Registration No. 375,708 be can- 
celled. 

On November 13, 1942, the First Assistant Commissioner affirmed the decision 
of the Examiner of Interferences and stated 


In holding the marks of the parties to be confusingly similar, the Examiner of Inter- 
ferences noted that in respondent’s registration the descriptive word “Tang” is disclaimed 
“apart from the mark shown on the drawing,” and that this word therefore “cannot well 
be here regarded as the dominant feature of that mark,” as contended by respondent. 
That is true, of course; but it is also true, as respondent now insists, that the disclaimed 
word may not properly be disregarded in comparing respondent’s mark with the mark 
of petitioner. For this purpose the two marks should be viewed in their entirety. So 
comparing the marks, however, and considering the character of the goods to which they 
are respectively applied, and the fact that such goods are in part substantially identical, 
I find no difficulty in agreeing with the examiner that there is sufficient similarity as to 
be likely to confuse the public or to deceive purchasers. 


The plaintiffs contend that the Commissioner’s decision that the Registration 
375,708 should be cancelled is erroneous in the following two particulars : 


(1) The Commissioner erred in holding there was “sufficient similarity” between the 
marks Sun Drop and Sun-Tang as to be likely to confuse the public or to deceive pur- 
chasers. The marks are dissimilar except for the word “Sun,” common to both, but 
“Sun” is a weak trade-mark word, used in thousands of marks, and cannot create con- 
fusion. 

(2) The Commissioner erred in holding that mere ownership of a registration of 
Sun Drop by an assignee (Mil-K-Botl) implies use of the mark Sun Drop by Mil-K- 
Botl. A showing of use by Mil-K-Botl is indispensable to this case, because unless Mil- 
K-Botl was using Sun Drop at and before it filed petition for cancellation of Sun-Tang, 
it cannot be injured. Probable injury is the only basis for a cancellation proceeding 
under Section 13 of the Act of 1905 (U. S. C., Title 15, Sec. 93), but since Mil-K-Botl 
relies on the confusion-in-trade clause of Sec. 5(b) of the Act of 1905 it must show use. 
confusion being impossible between a trade-mark in use and one not in use. 


Neither mark is written or printed in a distinctive manner. Thus the question 
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of confusing similarity between “Sun Drop” and “Sun-Tang”’ depends merely upon 
the words themselves. 


The plaintiffs contend that the case of Patton Paint Co. v. Sunset Paint Co., 


‘ 


290 F. 323, 324, 325, sustains their contention that the Commissioner erred in hold- 
‘sufficient similarity” between the marks “Sun Drop” and “Sun- 
Tang” “as to be likely to confuse the public or to deceive purchasers.” 


The facts in the Patton Paint Co. case are set forth in the opinion as follows: 


In 1897 the assignor and predecessor in interest of the Patton Paint Company regis- 
tered as a trade-mark for its paint a serrated representation of the sun, bearing the 
words “Patton’s Sun-Proof Paints,” the essential parts of which mark were declared to 
be the arbitrarily selected word “Sun-Proof’”’ and a conventionalized picture of the sun. 
In 1915 the company registered in the Patent Office, as a trade-mark for its ready mixed 
paints and painters’ materials, a face in a serrated circle, from the upper and lower part 
of which comet-like rays or streamers projected. 

The Sunset Paint Company of Los Angeles, on the 27th day of January, 1920, applied 
for registration of the word “Sun-Glo,” used by it from 1915 as a trade-mark for its house 
paints, wall paints, painters’ materials, and floor varnishes. To that application the Patton 
Paint Company presented its opposition, to which answer was made, denying the material 
allegations thereof, and avering as an affirmative defense that in form, appearance and 
meaning the trade-mark name “Sun-Glo” so differed from that of the opposer as not to 
mislead or confuse the ordinary purchaser. Testimony was taken by deposition and sub- 
mitted to the Examiner of Interferences on the issue joined. 

The Examiner of Interferences held that the applicant, The Sunset Paint Company, 
was not entitled to registration. On appeal that decision was reversed by the First Assist- 
ant Commissioner of Patents, and the opposition of the Patton Paint Company was dis- 
missed. From the decision of the Assistant Commissioner, an appeal was taken by the 
Patton Paint Company to this court, and in support of that appeal it is contended that 
the word “Sun” is a very important feature of the applicant’s trade-mark name and that, 
while the word “Glo” is not similar to the word “Proof” in appellant’s trade-name, there 
is such similarity in appearance and sound between “Sun-Proof” and “Sun-Glo” that it 
it would cause goods marked “Sun-Glo” to be mistaken for those of appellant. 

We cannot agree with that contention. The purpose of a trade-mark is to indicate, 
either by itself or by association, the origin or ownership of the merchandise to which it is 
attached, and any one may attach to his wares or merchandise any symbol or device, not 
previously appropriated, which will distinguish his product or goods from those of the 
same general nature manufactured or sold by others. Galena-Signal Oil Co. v. W. P. 
Fuller & Co. (C. C.) 142 F. 1002, 1007; Columbia Mill Co. v. Alcorn, 150 U. S. 460, 
463, 14 Supp. Ct., 151, 37 L. Ed. 1144; Manufacturing Co. v. Trainer, 101 U. S. 51, 53, 
25 L. Ed. 993. Whether the trade-mark of the applicant distinguishes its goods from those 
of the opposer, carrying the mark “Sun-Proof,” is therefore the vital question in the 
case. 

The word “Sun,” and representations of the sun, have been used so long by business 
men in the making of trade-mark names and devices, that neither one nor the other can 
be so exclusively appropriated by one manufacturer or tradesman as to wholly deny its 
use in any manner by others. 

The display of the word “Sun,” and a representation of the sun, may be so distinctive 

and so unique as to warrant their appropriation; but that appropriation by itself does not 
exclude others from the use of a different, distinctive display o. the word “Sun,” or of a 
distinctively different representation of the sun. 

The word “Sun” is a feature of both marks, nevertheless, as it is a term which either 
party had a right to use for the purpose of making a compound word or designation, 


’ 
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similarity of the marks so made, or the lack of it, must be determined by comparing the 
designations as entireties. 


The idea sought to be conveyed to the mind of the purchaser by the trade-marks of 
the parties to this proceeding was that the paints of the one glowed in the sun, or like the 
sun, and that the paints of the other were proof against the sun’s rays. While the word 
“Sun” is common to both marks, the word “Glo” and the word “Proof” distinguish one 
combination from the other, and give an identifying character to the trade designation which 
makes it unlikely that one mark could with the exercise of ordinary care be mistaken for 
or confused with the other. 


“Sun-Glo” is not similar in appearance or in meaning to “Sun-Proof,” and the pur- 
chaser would be careless to a degree if he should permit his eyes or his ears to mistake one 
for the other. “Sun-Glo” has been used by the applicant on its goods ever since June, 
1915, and the fact that no evidence of confusion in the trade was introduced or offered is 
rather convincing that in this case no such confusion existed, and that the ground on 
which the opposition is based is untenable. See Lapointe Machine Tool Co. v. J. H. 
Lapointe Co., 115 Me. 472, 99 Atl. 348, 354. 


There is a striking analogy between the Patton Paint Co. case and the instant 
case. Thus in both cases the sole similarity between the marks in question was the 
commonly used word “Sun” which the Patton Paint Co. sought to monopolize just 
as does The Mil-K-Botl Corporation. 

The words “Drop” and “Tang” if taken alone are plainly dissimilar. The only 
similarity which exists between the two trade-marks is the word “Sun” which is 
common to both. 

The doctrine of law in the Patton Paint Co. v. Sunset Paint Co., supra, has been 
followed with approval in the following cases: Loughran v. Quaker City Chocolate 
& Confectionery Co., 296 F. 822 (“Quaker Maid” and “Quaker City”); Reo 
Motor Car Co. v. Traffic Motor Truck Corporation, 4 F. 2d 303 (“Speedboy”’ 
and “Speed Wagon’’) ; Ansco Photoproducts, Inc. v. Eastman Kodak Co., 19 F. 
2d 720 (“Speedex” and “Speedway”) ; Louis Meyers & Son, Inc. v. O'Callaghan 
& Fedden, Inc., 18 F. 2d 831; Winget Kickernick Co. v. LaMode Garment Co., 
42 F. 2d 513; Pure Oil Co. v. The Pep Boys—Manny, Moe & Jack, 128 F. 2d 
34; California Packing Corp. v. Sun-Maid Raisin Growers, 7 F. Supp. 497 [23 
T.-M. Rep. 196]. 

Applying the rule of law as stated in the Patton Paint Co. case to the facts in 
the instant case, it is my opinion that the trade-marks “Sun Drop” and “Sun-Tang” 
do not so nearly resemble each other “as to be likely to cause confusion or mistake 
in the mind of the public or to deceive purchasers.” 

The plaintiffs’ prayer that the Commissioner of Patents be enjoined and re- 
strained from cancelling their Registration 375,708 of the trade-mark “Sun-Tang” 
is, therefore, granted. 

In view of this opinion it becomes unnecessary to rule on the plaintiffs’ second 
contention. 

Judgment may be entered in accordance with this opinion. 
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EX PARTE AMER. COAL BURNER CO. 


TERMINAL RADIO CORPORATION v. MALTZ 
New York Supreme Court, Special Term, New York County 


January 3, 1946 


Action for unfair competition. Plaintiff moves for an injunction pendente lite. 
Motion Denied. 


Pecora, J.: 


Plaintiff moves for an injunction pendente lite to restrain defendant from con- 
tinuing to use the trade-name of Terminal Radio & Appliance Stores. Defendant 
in August, 1945, opened a radio and repair shop in the Brownsville and Canarsie 
sections of Brooklyn, and adopted the aforementioned trade-name, as he alleges, 
because of the proximity of the store to a street car terminal and because a liquor 
store across the street bore the word “Terminal” in its trade-name. Apart from 
the use of the words “Terminal Radio” in their respective names and the fact that 
plaintiff and defendant are engaged in the radio business, the record before me upon 
this motion fails to establish any confusion or deception of customers and the pub- 
lic. The signs of the store fronts are entirely different. Plaintiff’s establishment is 
on Cortlandt Street, Borough of Manhattan. Plaintiff has offered nothing but the 
uncorroborated general statements of its president to indicate any likelihood of 
deception of customers or imminent danger of injury to plaintiff’s business. Only 
if the name “Terminal” is used by defendant, or is likely to be so used, under such 
circumstances as to constitute unfair competition, should the court interfere. Since 
a temporary injunction here would be tantamount to final injunctive relief, plaintiff 
should show a clear right to the same. A trial of the disputed issues can be had 
within a short time, and the complete facts can be developed. Any possible injury to 
plaintiff during the interval, should it ultimately be decided that a final injunction 
should issue, would be minor in comparison with the damages which may result to 
defendant from an improvident temporary injunction. Under the circumstances, the 
plaintiff's motion will be denied. Order signed. 


EX PARTE AMERICAN COAL BURNER COMPANY 
Commissioner of Patents 
January 15, 1946 


TRADE-M ARKS—DESCRIPTIVENESS. 


Held “Fyr-Mobile” is nonregistrable as both “Fyr” and “Mobile” are descriptive of 
mobile fire stoker. It is necessary to disclaim nonregistrable words in composite marks. 
However no mark is registrable under Act of 1905 unless such mark includes one element 
registrable exclusive of disclaimer. In the case of “Fyr-Mobile,” each apart from the other 
would be a disclaimer of the mark in full. 
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Appeal from Examiner of Trade-Marks from decision refusing registration. 
Affirmed. 


Zabel & Gritsbaugh, Chicago, IIl., for applicant. 
FRAZER, F. A. C.: 


This is an appeal from the refusal of the Examiner of Trade-Marks to register 
the notation ““Fyr-Mobile,” under the provisions of the Act of February 20, 1905, 
as a trade-mark for stokers, on the ground that the mark is descriptive of the goods. 

That each word of the mark is independently descriptive seems too clear to 
merit discussion, for applicant’s device is obviously a mobile fire stoker. But the 
argument is advanced that the mark as a whole is no more than suggestive, because 
it “is a combination of separate words or syllables that changes their significance in 
a trade-mark sense.” Nevertheless, nonregistrable words in composite trade-marks 
must be disclaimed. Jn re American Cyanamid & Chemical Corporation, 26 C. C. 
P. A. 712, 99 F. 2d 964 [28 T.-M. Rep. 595]. And a disclaimer in applicant’s mark 
of the descriptive word “Fyr” and the descriptive word “Mobile,” each apart from 
the other, would be tantamount to a disclaimer of the mark “in its entirety.” [n re 
The Midy Laboratories, Inc., 26 C. C. P. A. 1294, 104 F. 2d 617. 

Applicant seeks to invoke the doctrine of Ex parte Pillsbury Flour Mills Co., 
1935 C. D. 1, 23 U.S. P. Q. 168 [24 T.-M. Rep. 590] ; and disagrees with the ex- 
aminer’s conclusion that the decision there rendered was overruled by necessary 
implication in the Midy Laboratories case. But whether by the court or by the 
Commissioner of Patents, Ex parte Pillsbury Flour Mills Co. has long been regarded 
as overruled so far as the Patent Office is concerned. See Montgomery Ward 
& Co. v. McPartland, 581 O. G. 522, 67 U.S. P. Q. 240. It is still my unqualified 
opinion, as expressed in Ex parte The Midy Laboratories, Inc., 491 O. G. 722, 
[28 T.-M. Rep. 376], that no mark “should be accepted for registration under the 
Act of 1905, unless it includes at least one element that is registrable without dis- 
claimer.” 

The decision of the Examiner of Trade-Marks is affirmed. 


PLYMOLD CORPORATION v. HASKELITE MANUFACTURING COR- 
PORATION 


Commissioner of Patents 


January 23, 1946 


TRADE-M ARKS—CANCELLATION. 
Registration to a competitor of its corporate name is manifestly injurious to any corpora- 
tion and such registration may be cancelled. 


Appeal from Examiner of Interferences sustaining petition for trade-mark can- 
cellation No. 4313 by Plymold Corporation against Haskelite Manufacturing Cor- 
poration. Affirmed. 
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Emery, Booth, Townsend, Miller & Weidner, Boston, Mass., for Plymold Corpora- 
tion. 
Fred Gerlach, Chicago, Ill., for Haskelite Manufacturing Corporation. 


FRAZER, F. A. C.: 


This is an appeal from the decision of the Examiner of Interferences sustaining 
the petition of Plymold Corporation to cancel trade-mark registration No. 401,760, 
issued June 8, 1943, under the provisions of the Act of February 20, 1905, to 
Haskelite Manufacturing Corporation. 

Both parties deal in plywood products, and it is for such products that respond- 
ent’s mark is registered. 

The registered mark is the word “Plymold.” It is printed in capital letters that 
diminish in height from each end of the word toward the center, and has a hori- 
zontal line extending in both directions from the base of the letter ‘“‘m.”’ The peti- 
tion was sustained on the ground that the mark is merely the corporate name of 
petitioner, and is not distinctively displayed. 

That the mark is petitioner’s name is clear beyond question. Holly Molding 
Devices v. Esquire, Inc. (C. C. P. A.), 148 F. 2d 355, 65 U.S. P. Q. 125 [35 T.-M. 
Rep. 94]. And that it lacks distinctiveness of display is about equally so. Jn re 
American Steel and Wire Co., 23 C. C. P. A. 841, 81 F. 2d 397 [26 T.-M. Rep. 93]. 
But the argument is advanced that because respondent’s use of the mark antedates 
petitioner’s adoption of the name, the record affords no legal basis for cancella- 
tion of the registration. 

Petitioner was incorporated on July 10, 1942. Respondent’s application to reg- 
ister was filed on September 24, 1942, claiming use of the mark since July 22, 
1942. An earlier use was attempted to be proved when testimony was taken in 
the cancellation proceeding ; and while the evidence in that regard is not entirely 
convincing, the Examiner of Interferences found “that this mark was in fact used 
on July 3, 1942, or within a day or two thereafter.” As the point is not of con- 
trolling importance, I shall assume that finding to have been correct. 

The statute forbids the registration of any trade-mark “which consists merely in 
the name of .... [a] corporation not written, printed, impressed, or woven in 
some particular or distinctive manner.” As stated in National Dairy Products Cor- 
poration v. Allied Mills, Inc., 469 O. G. 773: 


It will be observed that this prohibition is absolute, and makes no reference to the 
time of adoption either of the name or the mark. Whatever may be said in favor of an 
exception in the case of trade-marks in use as such before their adoption as corporate 
names, the Patent Office has no choice but to give effect to the plain mandate of the 
statute as written. 


That has always been the position of the Patent Office, and so far as I am con- 
cerned will remain so until reversed by a court of competent jurisdiction. It has 
recently been reaffirmed in the case of Ex parte Brown & Williamson Tobacco Cor- 
poration, 166 Ms. D. 934, 68 U.S. P. Q. 21. 

It is true, as respondent points out, that the cited decisions related to opposition 
proceedings, and that the Patent Office has never before had occasion to apply this 
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particular provision of the statute in a cancellation proceeding where the precise 
question here involved was presented. It is also true that the only grounds for can- 
cellation expressly set forth in Section 13 of the Act are “that the registrant was not 
entitled to the use of the mark at the date of his application for registration thereof, 
or that the mark is not used by the registrant, or has been abandoned.” But that 
section also provides that application to cancel a registration may be made, “at any 
time,” by one who “shall deem himself injured by the registration”; and the reg- 
istration to a competitor of its corporate name is manifestly injurious to any cor- 
poration. The Asbestone Co. v. The Philip Carey Manufacturing Co., 41 App. 
D. C. 507, 1914 C. D. 146. And as observed in Ex parte Brown & Williamson 
Tobacco Corporation, supra, “the fact that the owner of the name might be unable 
to prevent its use as trade-mark does not affect the purely statutory question of 
registrability.” 

Respondent asserts, and I agree, that the Commissioner of Patents “has no 
authority to cancel a registration except under Section 13.” But since respondent’s 
mark appears to have been registered in direct violation of Section 5 of the Act, I think 
that Section 13 necessarily authorizes cancellation upon petition of “any person 
[who] shall deem himself injured.” 

The decision of the Examiner of Interferences is affirmed. 
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hold that in cases of unfair competition direct competition is necessary, but only to the 
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indicate that there was in fact no likelihood of confusion of source as between the parties’ 
products 
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LIGHT v. CONSOLIDATED EDISON COMPANY OF NEW YORK, INC., et at.— 
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ness in this state without having obtained the certificate of authority required is not 
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PART II 


MISHAWAKA RUBBER & WOOLEN MANUFACTURING COMPANY 
v. PANTHER-PANCO RUBBER CO., INC.; PANTHER-PANCO 
RUBBER CO., INC. v. MISHAWAKA RUBBER & WOOLEN 
MANUFACTURING COMPANY. 


Circuit Court of Appeals, First Circuit 
February 7, 1946 


TRADE-MARKS—UNFAIR COMPETITION. 

Massachusetts does not hold that in cases of unfair competition, direct competition is 
necessary, but to the extent of holding that in particular circumstances the absence of actual 
competition may indicate that there was in fact no likelihood of confusion of source as be- 
tween the parties’ products. 

TRADE-MARKS—PRIOR ADJUDICATION. 

The decision of the Patent Office in sustaining opposition proceedings in infringement suits 
involving the same marks is not res judicata. Such decision is entitled to weight but is not 
contracting. 

TRADE-M ARKS—I NFRINGEMENT—ADVERTISING. 

Defendant’: advertisement having word mark, name, legends, and designs does not in- 
fringe red circle, although it includes the red circle, which is not the distinguishing mark 
of defendant’s product advertised. Emphasis is on the mark and legend. Advertisement is 
carried in trade magazines and read by professional buyers who know both plaintiff and de- 
fendant. Advertisement of defendant does not cause confusion. 


Appeal from District Court for District of Massachusetts, Sweeney, D. J.; 62 
USPQ 44. 

Action by Mishawaka Rubber & Woolen Manufacturing Company against Pan- 
ther-Panco Rubber Co., Inc., for trade-mark infringement and unfair competition. 
From decree for plaintiff in part and defendant in part, both parties appeal. 
Modified. 


Robert F. Walker.and Robert J. Keating, both of Boston, Mass., and Eugene M. 
Giles, Chicago, Ill., for Mishawaka Rubber & Woolen Mfg. Co. 

Melvin R. Jenney and Richard R. Hildreth, both of Boston, Mass., for Panther- 
Panco Rubber Co. 


Before MacrupeR, MAHONEY and Woopsury, Circuit Judges. 


MAGRupDER, C. J.: 


The complaint in this case charges defendant with infringement of a registered 
trade-mark and with unfair competition. From an interlocutory decree granting 
in part the relief sought, both parties have appealed. 

Plaintiff, Mishawaka Rubber & Woolen Manufacturing Company, is an Indiana 
corporation, incorporated in 1874, an old-established manufacturer of various kinds 
of heavy duty footwear bearing rubber soles and heels. These products it sells 
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to shoe stores, department stores, and other shoe retailers. It produces soles and 
heels only for use on its own footwear and not for sale as separate soles or heels to 
shoe manufacturers or to the shoe repair trade. 

On May 28, 1901, plaintiff obtained from the Patent Office a certificate of 
Trade-Mark Registration, No. 36,471 (renewed in 1931), for a mark which it had 
adopted several years earlier. In the application, the mark is described as an 
“arbitrarily-selected representation of a circular figure or ball colored red,” cus- 
tomarily affixed to various goods, including rubber boots and shoes, and boots 
formed partly of rubber and partly of wool. The mark has usually been affixed to 
rubber soles and heels either as a circular wafer vulcanized upon the tread or as a 
red circular plug embedded in the tread, the size of the mark varying from three- 
eighths to five-eighths of an inch in diameter. Throughout the years since the 
adoption of its trade-mark, plaintiff has spent millions of dollars in national adver- 
tising, in which its red circular figure has been continually and conspicuously dis- 
played, together with the slogan ““LooK For THE Rep BALL.” As a result, this 
characteristic mark upon the tread face of plaintiff’s shoes has undoubtedly achieved 
a considerable trade-mark significance, despite the fact that it might be described 
as intrinsically a “weak” mark. Plaintiff has been alert and zealous to protect it 
from infringement, perhaps at times under an exaggerated notion of the scope of 
the mark reserved to its exclusive user. See Mishawaka Rubber & Woolen Mfg. 
Co. v. S. S. Kresge Co., 119 F. 2d 316, 322 [32 T.-M. Rep. 42] (C. C. A. 6th, 
1941); reversed (on an accounting point) 316 U. S. 203 [32 T.-M. Rep. 254] 
(1942) ; Mishawaka Rubber & Woolen Mfg. Co. v. H. C. Godman Co., 119 F. 2d 
425 [31 T.-M. Rep. 218] (C. C. P. A. 1941). 

In 1938, plaintiff obtained Trade-Mark Registration No. 356,086 for the same 
mark, as applied to “rubber heels and rubber soles.” 

These two registrations of plaintiff's trade-mark were adjudged to be good and 
valid in law in the interlocutory decree of the court below. Defendant has not urged 
on appeal that such ruling was in error, though it has argued that such a common- 
place mark is not entitled to broad protection. 

Defendant Panther-Panco Rubber Co., Inc., is a Massachusetts corporation, in- 
corporated about 1931 as a consolidation of two other Massachusetts corporations, 
Panther Rubber Manufacturing Company and Panco Rubber Company. It is a 
large and well-known manufacturer of rubber soles, taps and heels, sold through 
jobbers to the shoe repair trade, and to some extent to shoe manufacturers. It does 
not manufacture completed shoes and boots, and hence, as pointed out by the Dis- 
trict Court, is not in “direct competition” with the plaintiff. 

Defendant is the owner of three registered trade-marks: No. 162,105 for 
“Panco,” applied to soles and taps, originally registered December 5, 1922, and 
renewed December 5, 1942; No. 162,104 for “Pancord,” applied to rubber heels, 
originally registered December 5, 1922, and renewed December 5, 1942; and No. 
318,516 for “Panco Triplewear,” applied to rubber heels, registered October 30, 
1934. 

As originally used, the name “Panco” was impressed in the rubber sole or tap 
without contrasting color. In 1932, defendant (or its predecessor) modified the 
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display of its mark by vulcanizing to the black rubber tread of the sole an oval- 
shaped piece of red rubber about two inches across, and embossing in the red oval 
the word “Panco” in large capital letters below the word “Genuine” and above the 
legend “Trade-Mark Reg.” 

This red oval mark defendant sought to register in the Patent Office. Plaintiff 
filed an opposition proceeding based upon its prior red circular trade-mark. The 
Examiner of Interferences, and, on appeal, the Assistant Commissioner of Patents 
[25 USPQ 496], refused registration to defendant’s red oval mark on the ground 
of its confusing similarity to plaintiff's mark affixed to goods of the same descrip- 
tive properties. This was in 1935. 

Nothwithstanding the foregoing decision of the Patent Office, defendant con- 
tinued thereafter to use the red oval mark. Plaintiff apparently did not discover 
this continued use until the summer of 1939. Some correspondence between the 
parties ensued. Defendant declined to abandon the use of the red oval. Complain- 
ant filed its complaint below on April 11, 1941. 

The district court in the decree now under review dismissed the complaint inso- 
far as it was based upon defendant’s use of the red oval mark on its rubber soles, 
upon a finding that the buying public would not thereby “be confused in buying the 
defendant’s product by way of thinking that the product which they are purchasing 
is the plaintiff's.” A challenge of the correctness of this ruling is the main issue 
urged by plaintiff in its appeal. We think that the district court committed no error 
in this respect. 

It is conceded by plaintiff that the decision of the Patent Office in the opposition 
proceeding is not res judicata. John Morrell & Co. v. Doyle, 97 F. 2d 232 (C.C. A. 
7th, 1938). While such decision may be entitled to weight, as the court below 
recognized, yet in the circumstances of this case we agree that it is not controlling. 

It is of some significance that, notwithstanding defendant’s long-continued use 
of the accused red oval mark, plaintiff produced no evidence of actual confusion in 
the minds of purchasers due to such use. See Patton Paint Co. v. Sunset Paint Co., 
290 F. 323, 326 (App. D. C. 1923). In its brief, plaintiff acknowledges “that the 
accused infringements have so far inflicted little injury, the subject matter of re- 
coverable damages, to plaintiff. Defendant has maintained relatively good quality 
in its accused products, and its sales have been principally confined to the repair mar- 
ket where Plaintiff is inactive.” 

The first impression one gets in examining defendant’s red oval mark is that the 
word ‘“‘Panco” in large capital letters is the dominating feature, with the red oval 
serving merely as a background having the effect of making “Panco” stand out more 
distinctly. Plaintiff, however, earnestly maintains that this is not the impression 
that would be made upon the trade and the public; that to them the outstanding 
representation would be that of the red oval, or “football,” a colorable imitation of 
plaintiff’s red circle or ball trade-mark. In support of this view, plaintiff refers to 
testimony by defendant’s own witnesses as to the reason which led defendant to 
adopt the red oval mark in 1932. This was the explanation given: After several 
years of experience with stamping defendant’s trade-mark ‘‘Panco” on its soles 
without contrasting color, and after expensive advertising and sales promotion, the 
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name “‘Panco” became a household word in various parts of the country, and “a 
good many people” were led to believe “that any black soling material was Panco, 
and they assumed that it was a type of soling material rather than a brand name.” 
There resulted some confusion with competitive soles of inferior quality, to the 
damage of defendant’s reputation. Accordingly, defendant adopted the red label, 
or oval-shaped background, “in order to display our own name very prominently.” 
This eliminated the confusion with competing soles which had previously been ex- 
perienced. 

Plaintiff reads this testimony as a confession out of defendant’s own mouth 
that the name “Panco” had lost all trade-mark significance and that what the de- 
fendant really sought to do, from 1932 on, was to trade on the good-will of plain- 
tiff’s well-established red ball mark. We think no such conclusion need be drawn 
from this testimony. The fact that “a good many people” had confused defendant’s 
soles with those of competitors may have indicated that the name “Panco” was in 
danger of ultimately losing its trade-mark significance in the trade generally unless 
steps were taken to impress the name more sharply upon the public consciousness 
as the mark of defendant’s product. The District Court might well have believed 
that this was all the testimony amounted to. 

In its opinion, the district court laid down this proposition: “The plaintiff's 
trade-mark has only two qualities—lIst, its geometrical design which is a circle, and, 
secondly, its color. which is red. When two such common qualities are used protec- 
tion cannot be extended to each. It is the combination only which can be protected 
by registration.” We think this is an accurate enough statement as applied to the 
case at bar. Certainly, plaintiff’s trade-mark registrations do not give it the ex- 
clusive right to the use of the color red; nor do they give it an exclusive right to the 
use of a circle. We do not understand the court to mean that, to be a colorable 
imitation under 15 U. S. C. § 96, the accused mark must be an exact duplication of 
the plaintiff’s trade-mark. The basic test, of course, is the likelihood of confusion, 
which depends upon the facts of the particular case. Plaintiff is apprehensive that 
an adjudication that the red oval mark was free to defendant’s use “would permit 
Defendant to reduce the size of its oval and thereby greatly increase the confusion 
of Defendant’s mark with Plaintiff’s.” If defendant undertook to do this, we would 
have quite a different case, for a very small red oval figure might well be deceptively 
similar to the plaintiff’s red circle mark, and such reduction in size of the oval 
would at the same time minimize the emphasis on the name “Panco” which, as above 
appears, is the dominating feature of the accused mark as presently used. 

In 1932 defendant also introduced a rubber heel with its trade-mark “Panco 
Triplewear” embossed in large letters in an irregular, elongated red field. A rep- 
resentation of this mark appears in the center of the heel. In July, 1937, defendant 
discontinued using the color red ; since then this mark has appeared in black upon a 
black background. This particular mark, whether in red or black, quite obviously 
has no deceptive similarity to plaintiff’s red circle. The District Court rightly held 
it was no infringement and rightly dismissed the complaint with respect thereto. 
On the other hand, the District Court in its interlocutory decree adjudged that 
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defendant had infringed plaintiff’s registered mark “by the use of a red circle or 
red circular background on its packaging and advertising”; and it ordered an ac- 
counting by the defendant of the profits that might have accrued to it from sales “of 
rubber heels, soles or taps bearing, or sold in packages or cartons bearing a red 
circular figure or background.” 

The only specific piece of evidence referred to by the District Court in its find- 
ings of fact in support of this part of the decree is plaintiff’s Exhibit 4. This is 
a carton in which defendant packages and sells to the shoe repair trade its rubber 
heels bearing the “Panco Triplewear” mark. 

The record contains impressive evidence, of what indeed is common knowledge, 
that the use in all fields of merchandising of a red background in the shape of a 
circle or other simple geometric figure is one of the commonest advertising devices 
for the vivid display of a slogan, or catchword, or name or arbitrary design selected 
as a trade-mark. By dint of extensive and persistent advertising, plaintiff has suc- 
ceeded in giving to the red circle a secondary meaning as the trade-mark of its boots 
and shoes. But it is an inescapable weakness of plaintiff’s mark that the general 
public will not always associate a red circle with plaintiff’s product ; it is too familiar 
with the every-day use of a red circle as a display background. Such association 
will only result where the red circle is so used as to convey the impression of being 
the trade-mark itself rather than serving merely as a background for the projection 
of some word or phrase or design. 

In our opinion, Exhibit 4 would not give the impression, even to a casual buyer, 
let alone a professional buyer in the shoe repair trade, that the red circle is the 
distinguishing mark of defendant’s product. Upon the contrary, the red circle ap- 
pears to be merely the background for displaying a picture of the product within 
the carton, namely, a rubber heel bearing on its tread side defendant’s “Panco 
Triplewear” trade-mark. We think the District Court was in error in holding 
Exhibit 4 to be an infringement of plaintiff’s registered mark. 

With reference to the injunction against the use by defendant of a red circular 
figure or background on “advertising matter,’ the court below assumed, without 
discussion, that the display of plaintiff’s registered mark in defendant’s advertising 
would constitute an infringement under 15 U. S. C. §96. We think that assump- 
tion is correct, though the precedents are not so clear as they might be. Some cases 
have held that, to come within the Trade-Mark Act, defendant’s accused mark must 
in some way be impressed upon or affixed to the goods or the wrapper or container 
thereof. Postal Tel. Cable Co. v. Netter, 102 F. 691, 692 (C. C. E. D. Pa. 1900) ; 
Diederich v. W. Schneider Wholesale Wine & Liquor Co., 195 F. 35 (C. C. A. 
8th, 1912) ; New York Mackintosh Co. v. Flam, 198 F. 571 (S. D. N. Y. 1912). 
We agree with Sanborn, J., dissenting, in the Diederich case, supra (195 F. at 
39-41), that however much such holding may have been justified under the earlier 
versions of the Trade-Mark Act, the broader language of the present Act does not 
require any such limited view. 15 U.S. C. § 96 now reads, in part, as follows: 


Any person who shall, without the consent of the owner thereof, reproduce, counter- 
feit, copy, or colorably imitate any such trade mark and affix the same to merchandise of 
substantially the same descriptive properties as those set forth in the registration, or to 
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labels, signs, prints, packages, wrappers, or receptacles intended to be used upon or in 
connection with the sale of merchandise of substantially the same descriptive properties as 
those set forth in such registration, and shall use, or shall have used, such reproduction, 
counterfeit, copy, or colorable imitation in commerce among the several States, or with a 
foreign nation, or with the Indian tribes, shall be liable to an action for damages therefor 
at the suit of the owner thereof. 


The use of a copy or colorable imitation of plaintiff's trade-mark in an adver- 
tisement of defendant’s product might well amount to affixing said mark “to labels, 
signs, [or] prints,” intended to be used “in connection with the sale of merchan- 
dise”’ within the meaning of the Act. See Jantzen Knitting Mills v. Spokane Knit- 
ting Mills, Inc., 44 F. 2d 656 [20 T.-M. Rep. 424] (E. D. Wash. 1930). Mani- 
festly the essential wrong of trade-mark infringement, the appropriation of the good 
will of another’s established mark, may be effectively accomplished by advertising 
matter associating that other’s distinguishing mark with the product of defendant. 
See Handler and Pickett, “Trade Marks and Trade Names—An Analysis and 
Synthesis,” 30 Col. L. Rev. 759, 762 et seq.; American Law Institute, Restatement 
of Torts, § 727, Comment b. 

The District Court in its findings of fact makes no reference to particular 
advertising matter claimed to be an infringement. But the record contains two 
exhibits of advertisements by defendant in which a red circle is used. We do not 
think that either of these exhibits would support a finding of infringement. 

Plaintiff's Exhibit 5 is a full-page advertisement inserted by defendant in the 
“Boot and Shoe Recorder” for December 21, 1935. For a background there is a 
solid red circle or disk seven inches in diameter. On the disk is displayed a picture 
of a high black shoe, side view and standing upright. Super-imposed upon the shoe 
and extending somewhat beyond the upper portion of the circumference of the red 
circle is a representation of the tread face of a black sole, seven inches long. The 
word “Panco” appears in large letters in a black circle on the tread. The lower left 
portion of the circumference of the red circle is cut by a superimposed representa- 
tion of a black rubber heel. The tread surface of the heel shows an elaborate em- 
bossed design, which need not be described beyond saying that it bears not the re- 
motest resemblance to plaintiff’s registered mark. The only writing shown on the 
heel is the word “Panco.” At the bottom of the advertisement in large letters is the 
legend “Panco Composition Soles & Heels,” with a statement that they have been 
in use for over twenty years by manufacturers who demand absolute assurance of 
high quality and long wear. It is evident from the lay-out as a whole that the red 
circle performs no more than the familiar function of serving as a background for 
the better display of pictures of the defendant’s product. No intimation is con- 
veyed that the red circle is the distinguishing mark of defendant’s product; on the 
contrary, upon the representations of both the sole and the heel defendant’s regis- 
tered trade-mark “‘Panco”’ is clearly displayed. 


1. Early in 1936 plaintiff wrote to defendant objecting to this use of a red circle in defendant’s 
advertising. Defendant’s attorney replied disclaiming infringement, but stating that to “avoid 
controversy” the company would endeavor to refrain from using a red disk in the future. The 
letter also stated: “Although it is entirely obvious that the use of which you complain is in no 
sense of the word intended to identify Panther products, and is for the sole purpose of present- 
ing a pleasing background which will emphasize the products themselves, nevertheless our 
clients have advised us that they will endeavor to avoid any simulation of a red disc or ball 
either in advertising or on the products themselves.” 
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Plaintiff’s Exhibit 6 is a full-page advertisement inserted by defendant in the 
trade magazine Creative Footwear for April 1, 1941. The background of the 
page as a whole is black. Almost all the way across the center of the page is a strip 
about three inches high containing alternate gray and white bars, with the con- 
spicuous black legend thereon “Bar Design.”’ On the upper half of the page is a 
fanciful sketch of a ranch scene, with a cowboy riding a bucking horse, the picture 
being enclosed by a representation of a broad red ribbon bearing the legend ‘““The 
Brand of a Sports Champ.” Superimposed across the gray and white strip and 
across the ranch scene is a representation of the tread face of a corrugated rubber 
sole bearing the name “Panco” without contrasting color. At the lower right of the 
page is a red square-shaped shield bearing in large white letters “Panco” over 
“Rubber Soles” in black capitals. At the very bottom of the page is “Panther- 
Panco Rubber Co., Chelsea, Mass.,” above which is the legend “Sporting America 
knows its brand .. . it’s the Bar Design found only on those famous 18 iron 
Panco Soles.” A little off center of the page and superimposed upon the gray and 
white strip just above the “B” in the legend “Bar Design,” is a red circle or dot 
about a quarter of an inch in diameter. It is a little hard to discover the function of 
this red spot, unless perhaps the advertising man thought it would serve to draw 
the eye to the central legend of the advertisement, namely, “Bar Design.” From 
an inspection of the advertisement as a whole, it would be difficult to derive the 
impression that the red dot constituted the distinguishing mark of the defendant’s 
product here a¢.vertised ; and the District Court has made no such finding of fact. 
The predominant emphasis is upon the defendant’s trade-mark ‘‘Panco” and upon 
the legend “Bar Design.” Nor has the District Court found that, by the display of 
this red dot, the defendant intended to engender a confusing association between 
plaintiff’s products and its own. On the present record, such a finding would be 
difficult to sustain. The advertisement is in a trade magazine, addressed to pro- 
fessional buyers to whom both defendant and plaintiff are well and favorably known. 
Rather than to cause confusion of its products with those of plaintiff, it seems that 
defendant’s long-continued effort has been to enhance the trade-mark significance 
of its own “Panco” mark. Under the circumstances, Exhibit 6 does not sustain 
the District Court’s conclusion of law that defendant has infringed plaintiff’s 
registered mark by the use of a red circle in its advertising. 

There remains to consider that portion of plaintiff’s complaint which charges 
unfair competition. The complaint alleges that on some of plaintiff’s products it 
has applied its red circle mark to the center of a diamond-shaped outline, “said red 
spot of color being substantially framed by said diamond-shaped outline. Said 
diamond-shaped mark with the spot of red color therein has become widely known 
throughout the United States and elsewhere as being the distinctive mark or ensem- 
ble by which plaintiff’s rubber heels and soles are identified, and plaintiff has the 
exclusive right to use such mark or ensemble.” In a stipulation of facts it is recited 
that, continuously since 1898, plaintiff has “on many of its products, used a diamond 
shaped configuration in addition to a red circular figure trade mark, which diamond 
shaped configuration on some of its products was merely molded in an exposed 
rubber surface of the products in the form of a diamond shaped border which ex- 
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tended around the red circular figure trade mark . . . and on some of its products 
said diamond shaped configuration was a diamond shaped patch of rubber bearing 
plaintiff's red circular figure trade mark and secured to an exposed surface of the 
product.” Though on many of its products plaintiff has used its red circular trade- 
mark without any diamond-shaped configuration, a “large percentage” of its foot- 
wear bore in addition the said diamond-shaped configuration as above described. 
It is claimed that plaintiff's Exhibit 3 constitutes an infringement of plaintiff’s 
“distinctive ensemble,” or unregistered common law trade-mark, consisting of a 
red circle framed by a diamond-shaped outline. 

Plaintiff's Exhibit 3 is a composition sole manufactured by defendant, bearing 
a large red diamond-shaped label, vulcanized on the tread. Embossed in red on the 
diamond is defendant’s trade-mark “Pan-Cord” in script, and in small black let- 
ters, the legend “Cord on End.” A witness for defendant testified that this sole, so 
marked, was usually sold to shoe manufacturers ; and that the completed new shoe, 
with defendant’s sole affixed by said manufacturers, went on the market with de- 
fendant’s diamond mark displayed on the sole. 

The District Court ruled that, with respect to the claim of unfair competition, 
the Massachusetts law governed; and that, under that law, “direct competition is 
necessary to support a charge of unfair competition,” citing Hub Dress Mfg. Co. v. 
Rottenberg, 237 Mass. 281 (1921,) ; Kaufman v. Kaufman, 223 Mass. 104 (1916). 
And see John L. Whiting-J. J. Adams Co. v. Adams-White Brush Co., 260 Mass. 
137 (1927). The court therefore concluded that, as plaintiff and defendant were 
not in direct competition with each other, plaintiff had failed to make out a case of 
unfair competition. 

As we read the Massachusetts cases, they do not lay down any such inflexible 
rule of law, but only go to the extent of holding that in particular circumstances 
the absence of actual competition between the parties may be an indication that there 
was in fact no likelihood of confusion of source as between the respective products 
of the parties. If defendant’s diamond mark in Exhibit 3 were really deceptively 
similar to an unregistered trade-mark owned by the plaintiff, we are confident the 
Massachusetts courts would hold the defendant liable as an infringer under the facts 
of this case. The shoe manufacturers to whom defendant sells its soles for in- 
corporation on new shoes are certainly in competition with plaintiff, and would be 
liable as infringers for selling shoes with plaintiff's mark on the sole ; and defendant 
would be liable also, as a contributory infringer. See Reading Stove Works v. S. M. 
Howes Co., 201 Mass. 437, 441 (1909) ; Kay Dunhill, Inc. v. Dunhill Fabrics, Inc., 
44 F. Supp. 922, 928 (S. D. N. Y. 1942). See also American Law Institute, Re- 
statement of Torts, § 734; § 712, Comment e; § 728, Comment d. 

But if plaintiff has any unregistered common law trade-mark here, it certainly 
does not consist of a diamond-shaped outline alone, but rather, as stated in the 
complaint, of a ‘distinctive ensemble,’ namely, a red spot of color framed by a 
diamond-shaped outline. Defendant’s accused mark in Exhibit 3, a solid red 
diamond-shaped inset vulcanized to the tread, with defendant’s trade-mark “‘Pan- 
Cord” embossed thereon, could not possibly be mistaken for plaintiff’s so-called 
“distinctive ensemble.” Therefore, we agree with the District Court’s conclusion 
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that the plaintiff has failed to make out a case of unfair competition, though for a 
different reason. 

The interlocutory decree of the District Court is affirmed insofar as it denies 
relief to the plaintiff for alleged infringements of its registered trade-mark and for 
alleged unfair competition. Insofar as the decree grants an injunction against the 
defendant and directs an accounting, the same is vacated. The case is remanded 
to the District Court with direction to dismiss the complaint in its entirety, with 
costs to the defendant. 


NORCROSS v. RICHARDSON 
Commissioner of Paents 


March 6, 1946 


TRADE-MARKS—CONFUSING SIMILARITY. 
“Susie Cucumber” is confusingly similar to “Susie-Q.” Though the marks differ in 
meaning that “is not the only factor to be considered, for appearance and sound are equally 
important.” “Susie Cucumber” is an appropriation of the opposer’s mark “Susie-Q” with 
an additional ending thereon, 
TRADE-M ARKS—REGISTRATION. 
“Susie Cucumber” not registrable, as the nom de plume of a writer is not a trade-mark 
for his writings. 
TRADE-M ARKS—MONOPOLY. 
| “Susie Cucumber” appears only as a signature to the letters described in the application. 
The letters, including the name, are copyrighted; and upon expiration of the copyright will 
become public property. To register the name as a trade-mark would enable applicant to 
perpetuate her monopoly. 































Appeal from Examiner of Interferences. From decision sustaining opposition, 
applicant appeals. Affirmed. 


W.H.Swenarton, New York, N. Y., for Norcross. 
Bernard F. Garvey, Washington, D. C., for Cynthia B. Richardson. 


Frazer, F. A.C: 


This is an appeal from the decision of the Examiner of Interferences sustaining 
the opposition of Norcross to the application of Cynthia B. Richardson for regis- 
tration of an alleged trade-mark for goods described in the application as “series 
of children’s letters sold as merchandise and periodicals published from time to 
time.” 

Applicant’s mark is the name of her dog, “Susie Cucumber,” and the letters she 
sells purport to be written by the dog. They are illustrated in much the same 
fashion as are juvenile greeting cards, and carry messages of the fairy-tale style 
that are designed for the entertainment of very young children. They are sold by 
subscription, and mailed periodically to the child designated by the purchaser. 

Opposer owns a registration of the trade-mark “Susie-Q,” issued under the 
Act of February 20, 1905, on an application filed some two years prior to the present 
applicant’s first use of the mark she seeks to register. The goods named in the 
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registration include greeting cards; and it appears that such cards, including those 
of the juvenile variety, have since been produced at frequent intervals with the 
trade-mark affixed thereto. These goods and applicant’s are not now marketed in 
the same manner, but trade practices are of course subject to change. And in any 
event it is clear beyond argument that the goods possess the same descriptive prop- 
erties within the meaning of section 5 of the Act, so that applicant’s mark may not 
be registered if it so nearly resembles opposer’s mark “as to be likely to cause con- 
fusion or mistake in the mind of the public or to deceive purchasers.” 

“Susie Q” is the title of a song, the name of a dance, and the name of a defunct 
comic-strip character. “Susie Cucumber” is the name of a dog, and so far as the 
record discloses has no other significance. Thus the marks differ in meaning; but 
that “is not the only factor to be considered, for appearance and sound are equally 
important.” Kroger Grocery & Baking Co. v. Blue Earth Canning Co., 24 C. C. 
P. A. 1098, 88 F. 2d 725 [31 T.-M. Rep. 227]. Their similarity in appearance 
resides solely in the common word “Susie.” But in sound there is also identity be- 
tween the first syllable of applicant’s second word and the terminal letter of op- 
poser’s mark ; or as expressed by the examiner, “applicant’s mark ‘Susie Cucumber’ 
is an appropriation of the opposer’s entire mark ‘Susie-Q’ with merely an additional 
ending thereon.”’ It thus seems to me that confusion may reasonably be expected to 
result from the concurrent use of the two marks on merchandise so nearly related as 
that here involved. 

Counsel for applicant cites such cases as Miles Laboratories, Inc. v. Foley & Co. 
(C. C. P. A.), 144 F. 2d 888 [34 T.-M. Rep. 335], to the effect that the inclusion 
in a composite trade-mark of “a well-known and commonly-used term having a well- 
understand significance’ does not entitle the user “to pre-empt the field . . . and 
thus exclude all others from the use of any mark composed in part of that term.” 
Counsel seeks to apply this doctrine on the theory that ‘‘Susie’’ has “a well-under- 
stood significance” as a nickname for “Susan.” But I think that counsel has mis- 
interpreted the cited case. There, as in other decisions of like import, the term in 
question had a well-understood significance in relation to the particular goods to 
which the mark was appropriated; whereas the word “Susie,” as applied to the 
goods of either party to the instant proceeding, is purely arbitrary and fanciful, just 
as are the letter “Q” and the word “Cucumber.” 

While it is my opinion that the opposition was properly sustained, there is an- 
other reason, regardless of opposer’s rights in the premises, why applicant’s mark 
must be refused registration. As used by applicant the name “Susie Cucumber” 
appears only as a signature to the letters described in the application. In other 
words, it is employed as a pseudonym of the writer, rather than as a trade-mark. 
Ex parte The Ohio Grease Co., 490 O. G. 977, 37 USPQ 415. The letters are 
copyrighted by applicant, including the name; and upon expiration of the copy- 
right will become public property. To register the name as a trade-mark would 
enable applicant to perpetuate her monopoly, for without the name the balance of 
the copyrighted material would have no value. But the mark is nonregistrable in 
any event, because the nom de plume of a writer is not a trade-mark for his writings. 
Clemens v. Belford, Clark & Co., 14 F. 728. 
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Applicant does not publish any periodicals. Accordingly, in the event her ap- 
plication should be found allowable on further appeal, she will be required to delete 
from her description of goods the words “and periodicals published from time to 
time” before the registration will issue. 

The decision of the Examiner of Interferences is affirmed, and for the reasons 
indicated the proposed registration is refused ex parte. 


LIGHT v. CONSOLIDATED EDISON COMPANY OF 
NEW YORK, INC., Et At. 


New York Supreme Court, New York County, Special Term 
February 26, 1946 


UNFAIR COMPETITION. 


Plaintiff does not have the right to appropriate to himself words of common usage so as 
to prohibit defendants from using them in advocating the purchase of their products. 


Action by Enoch Light against Consolidated Edison Company of New York, 
Inc., et al., for unfair competition. On plaintiff’s motion for preliminary injunction. 
Motion denied. 


SHIENTAG, J.: 


This is a motion for a preliminary injunction. Plaintiff Enoch Light, an or- 
chestra leader, claims to have made a practice of introducing his orchestra with the 
phrase “Light’s On.” He sues to restrain a producer of electricity and three manu- 
facturers of electric light bulbs from exhorting the public to turn “Lights On.” The 
basic question presented upon this application is whether plaintiff has the right to 
appropriate to himself words of common usage so as to prohibit defendants from 
using them in advocating the purchase of their products. 

This suit has its inception in the blackout regulations which were so rigidly 
enforced in various parts of the country during the war. Such regulations de- 
creased the normal business activities of the defendants, i.e., the sale of electricity 
and electric light bulbs. The war having ended, it was deemed advisable to bring 
to the attention of the public the fact that lights could be turned on, with resulting 
revenue to the defendants. With this idea in mind an advertising campaign was 
commenced on December 10, 1945, by defendant Consolidated Edison and joined 
in by the other defendants, bulb manufacturers, urging the public to turn lights on. 
This campaign, of which the one conducted by the defendant Westinghouse was 
typical, took various forms: (1) Subway posters emphasizing the name Westing- 
house and stating “Lights On New York!” (2) Merchandising devices, such as a 
special carton containing six bulbs bearing in large letters the name Westinghouse 
and the legend “Lights On New York Assortment.” (3) Spot announcements on 
the radio, either during the course of participating programs or independent of any 
program at the time of station identification. Typical of such spot announcements 
is the following: “Lights On—for a brighter home! Get an assortment of bright 
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long-lasting Westinghouse Lamp Bulbs—today! Only ten cents for sizes up to 
sixty watts.” 

The other defendants use the slogan “Lights On New York” or “Lights On” 
in display signs, advertising or radio spot programs, but always in association with 
their own named products. None of the defendants sponsored any orchestra or 
orchestra leader in connection with their advertising programs. The emphasis on 
the word “light” is no recent development with the defendants, as their advertise- 
ments have for many years stressed that word, and necessarily so, since their product 
is a light bulb. 

Plaintiff alleges that since 1938 he has been employing the introductory words 
“Light’s On” in connection with the playing of his orchestra, his advertising and 
his publicity. He alleges that this slogan ‘“‘caught the public fancy and created so 
favorable an impression that the plaintiff thereafter constantly used, publicized and 
advertised the slogan ‘Light’s On’ until it became the trade name and slogan by 
which Enoch Light’s orchestra became known.” 

Based upon a claimed secondary meaning in the words “Light’s On,” plaintiff 
sues to restrain the defendants “from unfairly competing” with him. Plaintiff’s 
complaint and affidavit present two alternative theories, each based upon the assump- 
tion that plaintiff has a proprietary right to these words: (1) Profit to the defend- 
ants—that they are “taking advantage of the long-established good will of plain- 
tiff’s business” and “trading upon the name or designation under which the plaintiff 
was and is doing business.” The difficulty with this position is the inherent im- 
probability, due to the nature of the defendants’ advertisements, of anyone thinking 
that plaintiff was being referred to in them. In other words, the defendants gain 
naught from plaintiff in the use of the words “Lights On,” for no one could reason- 
ably believe that the advertisements, in their present form, were intended to intro- 
duce plaintiff’s orchestra. (2) Damage to plaintiff—that “many people in the radio 
audiences who have been accustomed to listening to ‘Light’s On,’ viz., my orchestra, 
now turn off the radio before I come on because they believe another commercial 
or spot announcement will be made advertising some electrical product.” So far as 
I know this theory has never before been presented to a court. It has no validity if 
only because it must be assumed that the public will use some intelligence and dis- 
crimination. 

This is not a case where the defendants have engaged in fraudulent, deceptive 
and unfair practices. Their advertising compaign was instituted in good faith and 
for a proper purpose. Plaintiff’s claim to relief, therefore, must rest upon the legal 
proposition that his proprietary interest in the words “Light’s On” is so complete that 
he is able to prohibit all others from making use of such words. 

Invariably it has been held that words or phrases, descriptive rather than fanci- 
ful in character, which are commonly and widely used, are incapable of exclusive 
appropriation. Kellogg Company v. National Biscuit Company, 305 U. S. 111 
[28 T.-M. Rep. 569] ; Pocketbooks, Inc. v. Meyers, 292 N. Y. 58; Neva-Wet Corp. 
v. Never-Wet Processing Corp., 277 N. Y. 163 [28 T.M. Rep. 167]. One person 
may not monopolize the use of such common descriptive words as “Lights On,” 
either alone or coupled with other words, and exclude others from using them 
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appropriately, in their generic sense, in proper context unrelated to plaintiff and in 
fields not competitive with him. Such words are clearly and essentially in the public 
domain. 

There has been no appropriation by any of the defendants of any property right 
of the plaintiff, nor any unfair competition with him or his orchestra business. 
The character of the defendants’ use of the words in question is such as to render 
highly improbable, if not to negative completely, any confusion of source or of 
identities. There is nothing to show that these defendants are seeking to trade 
upon the plaintiff’s reputation. There is an honest commercial need for the use of 
the words in controversy by the defendants; their use is entirely too remote to 
occasion any conceivable injury to the plaintiff, and there is no reason why the de- 
fendants should be hampered in the legitimate conduct of their business. 

The motion for a temporary injunction is accordingly denied. Order signed. 


THOMSON-PORCELITE PAINT CO. v. HARAD, TrapiInc as GENERAL 
PAINT & VARNISH CO. ann PORCELENE PAINT CO., et at. 


Pennsylvania Court of Common Pleas, No. 1, Philadelphia County 
January 3, 1946 


TRADE-M ARKS—I NFRINGEMENT. 
“Porcelite” and “Porcelene” are so deceptively similar in appearance and sound that their 
use in the same field of business is likely to cause confusion in the minds of the buying public. 


Action by Thomson-Porcelite Paint Co. against Benjamin Harad, trading as 
General Paint & Varnish Co. and Porcelene Paint Co., Arthur S. Harad, Mary 
Harad, and Annie Harad for trade-mark infringement and unfair competition. 
Decree for plaintiff. 


Bernard Eskin, Abraham L. Freedman, and Wolf, Block, Schorr and Solis-Cohen, 
all of Philadelphia, Pa., for plaintiff. 
I. Herbert Rothenberg and Harry M. Berkowitz, Philadelphia, Pa., for defendants. 


Kun, J.: 


This is a bill by the plaintiff, owner and user of the trade-name “Porcelite’’ to 
enjoin the defendants from using the trade-name “‘Porcelene” for the same type of 
products, to wit, paints and enamels. From the bill, answer, and proofs, the Court 
makes the following : 


Findings of Facts 


1. Plaintiff corporation is engaged in the manufacture and sale of paint and 
paint products, including enamel, and has been so engaged since 1889. 

2. Defendants Mary Harad and Annie Harad are co-partners engaged in the 
manufacture and sale of paint and paint products under the name of General Paint 
& Varnish Co. 

3. Since 1892, plaintiff has used, and still continues to use, the trade-mark 
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and trade-name “Porcelite” in connection with its business of manufacturing and 
selling paint and paint products, particularly as identifying a certain kind of enamel 
paint manufactured and sold by it. 

4. On February 18, 1908, plaintiff caused the name ‘“‘Porcelite” to be registered 
in the United States Patent Office, said registration having been renewed on October 
11, 1927 for twenty years from February 18, 1928. 

5. Plaintiff has expended large sums of money in advertising the said trade- 
mark and trade-name “Porcelite” and has used the said name in connection with 
the sale of its products throughout the United States, and the said trade-mark and 
trade-name has become well and favorably known in the trade and among the gen- 
eral public, and has become identified with the product of the plaintiff. 

6. The name “Porcelene” was first used in connection with the manufacture 
and sale of paints by defendants Annie Harad and Mary Harad between five and 
six years ago, and has been used from time to time since then, with the exception 
of approximately two years prior to September, 1944, and is still being used in 
connection with the said business. 

7. The said use of the name “Porcelene” consists, inter alia, of displaying 
the same on various labels attached to and accompanying the containers in which the 
paint manufactured by the said defendants is sold. 

8. The use by said defendants of the name “Porcelene” was and is without the 
consent of the plaintiff, and plaintiff has demanded that defendants discontinue the 
use of the said name “Porcelene,” but defendants have refused to do so. 

9. The adoption and use by the said defendants and their employees of the said 
name ‘“Porcelene” was with the knowledge of the existence of plaintiff’s trade- 
mark and trade-name “Porcelite.” 

10. The name “Porcelene” is deceptively similar to “Porcelite” and is likely to 
deceive persons purchasing defendants’ product into believing that it is the product 
of the plaintiff. 

Discussion 


It is well established in this case that the use of the name “Porcelite” by the 
plaintiff company antedated by many years the adoption and use by the defendants 
of the name “Porcelene” for the same kind of product. The ultimate question is 
whether the names “Porcelite’” and “Porcelene” are so similar in appearance and 
sound that their use in the same field of business is likely to cause confusion in the 
minds of the buying public. Both names are fictitious and coined words, although 
both have as their root the first two syllables of the common English word “por- 
celain.” The purpose of the coined words is to suggest that the product in each 
case will produce a porcelain-like finish, although the defendants went much further 
than that in stating on their labels, in connection with the use of the name “Por- 
celene” that it was a “liquid porcelain” ; a completely false statement. A proprietary 
right cannot be acquired for the use of a common English word, nor for the root 
thereof, as in this case the first two syllables “porcel’ of the common English word 
“porcelain.”” The question then turns on whether the artificial or coined suffix “ene” 
adopted by the defendants and added by them to the root “porcel” to create the word 
“Porcelene” is so similar in appearance, sound, and connotation to the previously 
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and similary constructed word “Porcelite,” adopted by the plaintiffs as to amount 
to deception and such unfair competition as to entitle the plaintiff to injunctive 
relief. 

From a study of the cases on the subject, it appears quite clear that the element 
of deception, or at least the “tendency to deceive” is present. We refer to the lat- 
ter term because of the statement by Mr. Justice Mitchell, in Shaw and Co. v. Pilling 
and Son, 175 Pa. 78, at page 87: 


It is not necessary that the public should be actually deceived in order to afford a right 
of action. All that is required is that the infringement should have a tendency to deceive. 
The gist of the action is the intent to get an unfair benefit from another’s trade. Actual 
deception of the public is only material to the question of damages. 


The courts have gone very far in protecting prior acquired trade-names. In 
Armstrong Paint and Varnish Works v. Nu-Enamel Corporation, 305 U. S. 315 
[29 T.-M. Rep. 3], the court enjoined the use of the name “Nu-Beauty Enamel,” 
at the suit of the owner of the name “Nu-Enamel.” In Lambert Pharmacal Co. v. 
Bolton Chemical Corp. 219 F. 325, a manufacturer of “Listerine,” a medicinal 
preparation, was held entitled to an injunction against the use of the name “Listo- 
gen” for a similar product. The court pointed out in that case that it was not neces- 
sary to show actual deception. It is sufficient in this class of cases if the similarity 
might possibly lead to confusion and deception of the purchasing public. In West- 
ern Consolidated Milling Co. v. Mauser and Cressman, 162 F. 1004, the manu- 
facturer of flour under the name “Ceresota” was granted an injunction against the 
use of word ‘“‘Cressota” for the same kind of product. In Wamsutta Mills v. Allen, 
6 WNC 1839, the manufacturer of muslin under the name of “Wamsutta” was held 
entitled to enjoin a manufacturer of shirts from using the name “Wamyesta.” In 
holding that the similarity was sufficient to cause confusion and deception, the 
court pointed out that it was immaterial whether experts or regular dealers in the 
commodities involved would be deceived, but that the essential question was whether 
the average purchaser might be deceived. In Shock Independent Oil Co. v. Sinclair 
Refining Co., 24 F. 2d 286, the word “‘Sico” was held to infringe the use of the word 
“Sinco,” in connection with the sale of petroleum products. In National Food 
Products Corporation, Inc. v. Jell-O Co., Inc., 19 F. 2d 797, a manufacturer of 
the product “Jell-O” was held entitled to enjoin a competitor from using the name 
“Mel-O.” 

In the very recent, well-considered opinion of Judge Milner, in The Berkley 
Co. v. Berks (C. P. No. 3, March Term, 1945, No. 2514), not yet officially reported, 
appearing in the Advance Notes of the District and County Reports, December 17, 
1945, at page 46a [35 T.-M. Rep. 362] the plaintiff, which had for many years 
manufactured and sold neckties and similar merchandise under the name “Berkley,” 
was held entitled to injunctive relief against the use by the defendant of the name 
“Berkey,” in the same general business. While there was evidence in that case of 
actual confusion, that element was not the fundamental basis of the decision, but 
rested rather on the principles announced in the cases cited. 

We are quite clear that the plaintiff is entitled to the injunctive relief prayed for. 
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Conclusions of Law 


1. The name “Porcelite” is a valid trade-mark and trade-name belonging to 
the plaintiff, and plaintiff is entitled to use the same in connection with the manu- 
facture and sale of paint and paint products, including enamel. 

2. The adoption and use by defendants Annie Harad and Mary Harad and 
their employees of the name ‘“Porcelene”’ in connection with the manufacture and 
sale of paint and paint products, including enamel, constitutes an infringement of 
the plaintiff's trade-name and trade-mark “Porcelite,’ both under the common law 
and the Act of Congress of February 20, 1905, c. 592, 33 Stat. 724, 15 U.S.C. A. 
Sec. 81 et seq., as amended. 

3. The adoption and use by the said defendants of the name “Porcelene” in 
connection with the manufacture and sale of paint end paint products constitutes 
unfair competition against the plaintiff. 

4. The plaintiff is entitled to injunctive relief against the said defendants, their 
agents, servants and employees, as prayed for in the Bill of Complaint. 

5. The plaintiff is entitled to costs. 


PURITY CHEESE COMPANY’ v. FRANK RYSER COMPANY et at. 
Circuit Court of Appeals, Seventh Circuit 
January 25, 1946 


TRADE- MARKS—PLEADINGS AND PRACTICE IN Courts. 

In considering a motion for summary judgment, the pleadings upon which the motion is 
based are to be liberally construed in favor of the party opposing the motion, and the facts 
alleged must be taken as true. The motion should be sustained only where there is no genuine 
issue as to any material fact and the moving party is entitled to a judgment as a matter of law. 

TRADE-M ARKS—TITLE. 

A trade-mark may be assigned, licensed, or lent, as long as it remains associated in the 
public mind, Retailer may assign mark to the manufacturer of the article sold by the retailer 
or a manufacturer may assign his trade-mark to one who sells the goods of the manufacturer. 
Sales agent can use manufacturer’s mark. 

TRADE-M ARKS—DEFENSE. 
There is a presumption that plaintiff’s hands are clean. 


Appeal from District Court for Eastern District of Wisconsin, Duffy, D. J. 
[34 T.-M. Rep. 368]. 

Action by Purity Cheese Company against Frank Ryser Company and Frank 
Ryser (operating as Red Rooster Foods) for trade-mark infringement and unfair 
competition. From summary judgment dismissing complaint, plaintiff appeals. 
Reversed ; Major, Circuit Judge, dissenting with opinion. 


S. L. Wheeler, Milwaukee, Wis., for plaintiff-appellant. 
Louis Quarles, Milwaukee, Wis., and Richard Russell Wolfe, Chicago, IIl., for 
defendant-appellee. 


Before SPARKS, MAJOR AND KERNER, Circuit Judges. 






























































































































46 





THIRTY-SIX TRADE-MARK REPORTER 
KERNER, C. J.: 


Plaintiff filed its complaint against defendants for infringing its registered 
trade-mark ‘“‘May-Bud” and for unfair competition. Defendants moved for sum- 
mary judgment. The District Court sustained the motion and entered a judgment 
for costs against plaintiff. From that judgment, this appeal is prosecuted. 

The complaint and bill of particulars alleged that since July 12, 1940, plaintiff 
has used its trade-mark in connection with dairy products and more particularly 
cheese ; that from September, 1939, to June, 1942, defendants acted as sales agents 
for plaintiff and as such agents sold plaintiff’s cheese under its trade-mark “May- 
Bud” ; that on September 1, 1942, plaintiff licensed its distributor, United Cheese 
Company, to use the trade-mark “May-Bud” on labels of its own design and that 
some cheese sold under the resultant label has been manufactured elsewhere, but 
plaintiff has no knowledge by whom ; that goods bearing the label have been shipped 
continuously by the distributor since September, 1942; that for the sole purpose of 
fraudulently and deceptively causing the goods made and sold by defendants to be 
confused with those made by plaintiff, defendants have sold and are offering for 
sale under the designation “May Cheese” goods similar to those manufactured and 
sold by plaintiff under its trade-mark ““May-Bud” ; that the public and purchasers in 
general have been deceived by said designations ; and that defendants have thereby 
greatly injured and depreciated plaintiff’s trade. 

The court’s decision in our case [34 T.-M. Rep. 368] was based upon the view 
that the complaint and bill of particulars disclosed “such unclean hands as to dis- 
entitle it [plaintiff] to relief in the premises.” 

To sustain the judgment defendants contend that when plaintiff permitted the 
United Cheese Company to use its trade-mark on cheese manufactured by others, 
it was party to a fraud committed against the public and that it now is in no posi- 
tion to invoke the aid of a court of equity to protect that trade-mark. 

In our view the question presented is whether the complaint and particulars, 
standing alone, furnished adequate factual basis for a summary judgment of dis- 
missal. 

In considering a motion for summary judgment, the pleadings upon which the 
motion is based are to be liberally construed in favor of the party opposing the 
motion, Wyatt v. Madden, 32 F. 2d 838, and the facts alleged must be taken as true. 
Art Metal Construction Co. v. Lehigh Structural Steel Co., 116 F. 2d 57; Gal- 
breath v. Metropolitan Trust Co., 134 F. 2d 569. The motion should be sustained 
only where there is no genuine issue as to any material fact and the moving party is 
entitled to a judgment as a matter of law. Rule 56 (c) of the Federal Rules of Civil 
Procedure, 28 U. S. C. A. following § 723c, and Burley v. Elgin, J. & E. Ry. Co., 
140 F. 2d 488, 490. 

In the instant case the pleadings do not disclose the nature of: the license issued 
to plaintiff’s distributor or the circumstances under which it was granted. All that 
does appear is that some cheese not of plaintiff's manufacture was sold by plaintiff’s 
distributor under a label designed by the distributor. 

A trade-mark may be assigned, licensed, or lent, as long as it remains associated 
with the same product or business with which it has become associated in the public 
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mind, E. F. Prichard Co. v. Consumers Brewing Company, 136 F. 2d 512 [33 T.-M. 
Rep. 370], and this court has held that there appears to be no legal obstacle either 
to a retailer assigning his trade-mark to the manufacturer of the article sold by the 
retailer or to a manufacturer assigning his trade-mark to one who sells the goods 
of the manufacturer. Corral, Wodiska y Co. v. Anderson, Thorson & Co., 95 F. 
2d 11, 14. It has recognized the right of.a sales agent to use the manufacturer’s 
trade-mark, United States Ozone Co. v. United States Ozone Co. of America, 62 
F. 2d 881. See also Smith v. Dental Products Co., 140 F. 2d 140; Hicks v. Anchor 
Packing Co., 16 F. 2d 723; Morand Bros., Inc. v. Chippewa Springs Corp., 2 F. 2d 
237. The fact that plaintiff was not the actual manufacturer of the cheese upon 
which its distributor was permitted to place the label in question, does not deprive 
plaintiff of the right to be protected in the use of its trade-mark. Menendez v. 
Holt, 128 U. S. 514, 520. 

Moreover, there is a presumption that plaintiff's hands are clean. L. P. Larson, 
Jr., Co. v. Lamont, Corliss & Co., 257 F. 270, 273. 

Hence, under the circumstances here appearing, we think the court erred in 
sustaining the motion for a summary judgment. 

The judgment of the District Court is reversed and the cause is remanded for 
further proceedings. It is so ordered. 

Major, Circuit Judge, dissenting. 

It seems to me that the majority opinion is based upon what plaintiff contends 
it would show at a trial, rather than upon what was disclosed by the pleadings upon 
which summary judgment was entered. In fact, that is the manner in which plain- 
tiff’s counsel in its brief approaches the question here. This is evidenced by a 
recital of what plaintiff now “offers to prove.” 

Plaintiff in response to a motion for further and better particulars stated: “On 
or about September 1, 1942 plaintiff licensed its distributor United Cheese Co. of 
Chicago, Illinois, to use the trade-mark ‘May Bud’ on labels of its own design bear- 
ing the name United Cheese Co. Chicago-Distributors, and some cheese sold under 
the resultant label (plaintiff’s Exhibit B), has been manufactured elsewhere, but 
plaintiff has no knowledge by whom.” In other words, according to this admission, 
plaintiff permitted its trade-mark to be used upon a product not manufactured by it, 
not even by its distributor, but manufactured by some unknown party. Thus the 
trade-mark was used without regard to the source or origin of the product. 

As was stated in Hanover Star Milling Company v. Metcalf, 240 U. S. 403, 412: 
“The primary and proper function of a trade mark is to identify the origin or owner- 
ship of the article to which it is affixed. . . . Courts afford redress or relief upon the 
ground that a party has a valuable interest in the good-will of his trade or business, 
and in the trade marks adopted to maintain and extend it. The essence of the wrong 
consists in the sale of the goods of one manufacturer or vendor for those of an- 
other.” 

Without citing or discussing the authorities further, it is my view that when the 
owner of a trade-mark permits its use upon a product the origin or source of which 
is unknown, the reason for its recognition ceases to exist. Under such circumstances 
the trade-mark no longer furnishes any protection to the owner. Such use also per- 
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mits a deception and fraud upon the public who are entitled to rely upon it as signi- 
fying the origin and source of the product to which it is attached. 

The reasoning of the majority and the cases cited in support thereof, in my opin- 
ion, evade the issue. None of these cases, as I read them, stand for the proposition 
that the owner of a trade-mark can permit its use upon goods of an unknown origin 
without forfeiting its right to enjoin some other party from its use. I agree with 
the opinion of the District Court (57 F. Supp. 102 [34 T.-M. Rep. 368]) that the 
plaintiff under its own admission had no standing in a court of equity. I would 
affirm the judgment. 





LA TOURAINE COFFEE CO., INC. v. LORRAINE COFFEE CoO., INC, 
ET AL, 


District Court, E. D., New York 
February 21, 1946 


TRADE-MARKS—UNFAIR COMPETITION. 
“Lorraine” for coffee does not infringe “La Touraine” for coffee. No evidence of unfair 
competition exists as “La Touraine” does not have a secondary meaning nor would purchaser 
be confused as to the source of product. 


Action: by LaTouraine Coffee Co., Inc., against Lorraine Coffee Co., Inc., and 
Eric Eben for trade-mark infringement and unfair competition. Complaint dis- 
missed. 


Benjamin P. DeWitt, New York, N. Y., for plaintiff. 
Sidney Jacobi, New York, N. Y. (James A. Dilkes of counsel) for defendants. 


Incu, D. J.: 


The plaintiff sues the defendant for infringement of its trade-mark and for un- 
fair competition. Jurisdiction sufficiently exists both in regard to trade-mark and 
diversity of citizenship. 

Plaintiff's registered trade-mark, consists of two words “La Touraine.” Plain- 
tiff complains that defendants infringe this trade-mark because it is a corporation 
using the name “Lorraine.” 

It is unnecessary for decision to discuss at any length the validity of a geo- 
graphical name as a trade-mark. See Butterfield & Co., Inc. v. Abraham & Straus, 
Inc., 212 App. Div. 38 affirmed 241 N. Y. 560; British-American Tobacco Co. v. 
British-American Cigar Stores Co., 206 F. 189. I shall assume that plaintiff’s 
trade-mark is valid. Nevertheless, its action must fail because plaintiff has failed to 
prove that it was infringed by defendants. 

Plaintiff apparently is a large corporation with its main office located at Boston, 
Massachusetts. It advertises its products extensively in that state and to some 
extent elsewhere. It deals largely with wholesalers or large companies such as 
railroads and some of the better known hotels and chain restaurants some of which 
are located in New York City. 
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It first applied its trade-mark to coffee when its business was being conducted 
by another company, W. S. Quinby; this was in 1906. Then it applied the same 
to tea in 1918. It became the La Touraine Coffee Company, Inc., in 1936, and 
then applied its trade-mark to chocolate powder in September, 1937. 

The defendant is Lorraine Coffee Company, Inc., a little company incorporated 
under the laws of New York State having forty shares of stock, thirty-eight issued 
to defendant’s wife, one to his brother-in-law and one to Eben. So far as indicated 
by the testimony the defendant’s sales are small, to a great extent limited to Staten 
Island and vicinity, principally New Jersey, and, in no material way appears to be 
in competition with this long established and large corporation of plaintiff's. 

Just why the plaintiff in this state of affairs now seeks to put the defendant out 
of business is not made clear. There is no proof whatever that any customer has 
ever confused the products of both. There is no proof of any damage actually sus- 
tained by the plaintiff. 

Of course, if there had been an infringement of trade-mark, plaintiff's rights 
in that regard must be protected whether the defendant’s business is small or large. 
But, so far as unfair competition is concerned, comparing the exhibits as to con- 
tainers, etc., offered in evidence by the parties, no purchaser would be confused as 
to the source of the product unless it be because the plaintiff uses the two-word 
“LaTouraine” Coffee and the defendant corporation the single name ‘‘Lorraine” 
Coffee. This is really the issue of this litigation. 

It does not appear just why the name LaTouraine was adopted by plaintiff, 
suffice it to say, it has used it for years in its somewhat extensive business. 

Counsel for defendant, in his brief, points to the fact that there are apartments, 
restaurants and a hotel in this city using the name LaTouraine and Touraine with 
none of which does the plaintiff appear to have any connection, and also a large 
hotel in Boston having that name. And he argues that possibly plaintiff being a 
Boston corporation this may have been a reason for selection of its trade-mark. 
However, there is no attempt made by plaintiff to show that its coffee is a French 
product. 

It does appear, however, how the defendant came to adopt the name “Lorraine.” 
Eben came to the United States in 1941. He had been a coffee salesman. He had 
been in Alsace-Lorraine and his first intention was to call his product here by that 
name. He decided it was too long so dropped the word Alsace, and besides the 
name “Lorraine” was the name of a daughter of a friend with whom he intended 
to associate in the business, although, later this friend for financial reasons, found 
he could not supply his share of the capital. 

There is nothing to indicate that Eben was not sincere in thus adopting the use 
of the word “Lorraine” and he swears that at that time when he started in 1941 and 
not until 1945, did he ever learn of the plaintiff, and then only because the plaintiff 
wrote him that he was infringing. 

There is nothing to indicate that plaintiff has obtained by the use of its name a 
secondary meaning. French Republic v. Saratoga Vichy Co., 191 U. S. 427-435. 

Counsel for plaintiff asserts vigorously that it is only one word although plainly 
it is two. Counsel further asserts that, ‘““LaTouraine” and “Lorraine” sound alike 











50 THIRTY-SIX TRADE-MARK REPORTER 


and that therefore plaintiff’s monopoly must be extended because of this. The ap- 
peal to the ear is the theory of idem sonans. There is no proof that defendant de- 
liberately chose for that purpose the name “Lorraine.” 

It is my opinion that such arguments are insufficient on which this court should 
now base such a drastic remedy as a permanent injunction, preventing this defendant 
from doing business. 

Complaint is therefore dismissed. 


COLE OF CALIFORNIA, INC. v. GRAYSON SHOPS, INCORPORATED 
California District Court of Appeals, Second District, Division Two 


January 30, 1946 


TRADE- MARKS—“SWwooNer” Not DESCRIPTIVE. 


“Swooner” is not invalid trade-mark for bobby socks and other feminine wearing apparel. 
TRADE-M ARKS—REGISTRATION. 


Plaintiff has California registration for trade-marker “swooner” as applied to feminine 
wearing apparel, including bobby socks; although plaintiff has not used mark on bobby socks, 
still it is entitled to an injunction against the defendant’s use of mark for bobby socks. 


Appeal from Superior Court, Los Angeles County, California, RuopEs, Judge. 
Action by Cole of California, Inc., against Grayson Shops, Incorporated, for 


trade-mark infringement. From judgment for plaintiff, defendant appeals. 
Affirmed. 


Philip Subkow, Los Angeles, Calif., for appellant. 
Max Feingold and Theodore Rosenthal, both of Los Angeles, Calif., for respondent. 
Before Moore, Presiding Justice, and McComs and Fox, Justices. 


Fox, J.: 


This is an appeal by the defendant from a judgment determining that ‘‘the word 
Swooner is a valid and existing trade-mark for use on feminine wearing apparel 
owned by the plaintiff” and enjoining the defendant from selling or offering for sale 
or advertising any article of feminine wearing apparel under that name. 

Plaintiff has been manufacturing women’s and children’s wearing apparel in the 
Los Angeles area since 1918. Early in December, 1943, the president of the plain- 
tiff first thought of using the word “Swooner” as a trade-mark and soon thereafter 
discussed the matter with its advertising firm. In early January, 1944, the adver- 
tising firm started the preparation of full-page advertising material for such na- 
tional magazines as Vogue, Harpers, Mademoiselle, Charm, Parents and Life. The 
first of this advertising appeared in the May, 1944, issue of Harper’s Bazaar. 
Plaintiff has invested some $15,000 in its national advertising campaign. Labels to 
be attached to the garments and bearing the word “Swooner” were printed prior to 
March 17, 1944. On this latter date plaintiff made its first shipment of garments 
so labeled to Nieman-Marcus in Dallas. On April 1, 1944, plaintiff filed in the office 
of the Secretary of State of the State of California a claim for trade-mark for the 
word “Swooner,” used by it in connection with the sale of feminine wearing ap- 
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parel, “including but not limited to dresses, bathing suits, swim suits, play suits, 
skirts, shirts, blouses, sweaters, hats, neckwear, turbans, lingerie, shoes made of 
fabric or fabric and leather, gloves, handkerchiefs, stockings and bobby sox.” There- 
after on April 5, 1944, the Secretary of State issued to the plaintiff under the Great 
Seal of the State his certificate (No. 26494) of a claim for trade-mark for the 
word “‘Swooner” in accordance with plaintiff's application. During the months of 
March, April and May, 1944, plaintiff sold and delivered feminine wearing apparel 
under the trade-mark “Swooner” (and its related mark “Swoonsuit”) to the value 
of $22,486.50. This merchandise was sold in both intrastate and interstate com- 
merce. 

The defendant which operates twenty-six stores on the Pacific coast first used 
the word “Swooner”’ in connection with the sale of bobby socks on March 3, 1944, 
only in store number 82 located at 737 South Broadway, Los Angeles. Upon that 
occasion there was placed in the window a carboard sign approximately twelve 
inches by twenty-four inches stating ‘“Swooner Anklet Sox, 4 pairs for $1.00, 8 
attractive colors” ; also, six small cards approximately three by five inches bearing 
the words “Swooner Anklet Sox, 4 pairs, $1.00.” 

In a letter dated April 12, 1944, the store managers of defendant were advised 
that a chain-wide promotion sale of bobby socks would be had between April 17th 
and 29th, under the designations “Swooner” and “Swooner Sox.” 

Early in July, 1944, the show window of defendant’s Crenshaw boulevard store 
in Los Angeles displayed a placard bearing the word “Swooner.” In the window 
were not only bobby socks but also bathing suits, sun suits, shorts, sweaters and 
blouses. Defendant continued to use the word “Swooner,” particularly in connec- 
tion with the sale of bobby socks, until its use was restrained on July 13, 1944. 

The court found, among other things, that the use of the placard and price 
tickets by the defendant was only a means of advertising the sale of bobby socks ; 
that defendant did not advertise the sale of bobby socks under the name “Swooner’”’ 
in newspapers, magazines, on the radio, or in any other medium; that by the de- 
fendant’s use of the word “Swooner” between March 3, and March 17, 1944, it 
acquired no property rights in said word; and that the use of the word “Swooner” 
by the defendant is an infringement of the valid and existing trade-mark ‘“‘Swooner,” 
adopted, used and owned by the plaintiff. 

Defendant’s first contention is that plaintiff does not have a valid trade-mark 
in the word “Swooner” for the sale of bobby socks and other feminine wearing ap- 
parel. By the terms of section 14201, Business and Professions Code, “A trade 
mark may not consist of a designation . . . that relates only to... (b) The quality 
of the thing marked.’ Defendant contends that under this code provision plaintiff 
does not have a valid trade-mark in the designation “Swooner” because such desig- 
nation describes the class of trade for whom the goods are intended and therefore 
indicates the quality of the merchandise. There is no merit in this contention. The 
word “Swooner” does not relate to the character or quality of the merchandise. It 
certainly does not indicate the type or grade of material from which a garment is 
made, nor does it describe the weave, pattern, form, color, length or size of a bobby 
sock or other feminine wearing apparel. The designation is more suggestive of 
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style than quality. A particular style of play suit or bathing suit might be made of 
materials of different weights, weave, texture and durability. To describe a bobby 
sock as a ‘““Swooner” sock does not indicate the quality of the material out of which 
itis made. To say as defendant contends, that because bobby socks, sun suits, bath- 
ing suits, etc., which are sold under the designation “Swooner,” are suitable for girls 
and women who are inclined to swoon when they hear the voice of a crooner indi- 
cates the quality of such wearing apparel is to confuse the quality of the merchandise 
with the quality or character of the persons wearing it. The fact that many min- 
isters wear a cut-away coat in the pulpit does not indicate the quality of the coat 
but rather the style and the class of persons and occasions on which such a coat is 
worn. That “Swooner” is subject to trade-mark appropriation, finds support in 
Hamilton Brown Shoe Co. v. Wolf Bros. & Co., 240 U. S. 251, which holds that 
the words ‘‘American Girl” are properly appropriated as a trade-mark for women’s 
shoes. 

Defendant argues that to allow plaintiff the exclusive use of the designation 
“Swooner” for bobby socks would practically give it a monopoly in the sale of such 
merchandise. This conclusion is without foundation. We may not assume that a 
sufficiently large percentage of the girls and women who wear bobby socks swoon 
when they hear the voice of a crooner so that if all of them purchased bobby socks 
of a particular brand a monopoly would thus be created in the firm selling brand. 
Likewise, we may not assume that the potential wearers of bobby socks are going 
to purchase such merchandise merely because they are sold under a designation 
which is also descriptive of their emotional outburst and without consideration of 
other factors such as price and quality. Finally, we may not assume that swooning 
has reached such an exacting technique that those who indulge in it must prepare 
themselves in advance by dressing in a particular style and wearing a particular 
brand of socks or other apparel. On the contrary, it would seem that the American 
public can still be relied upon to base their purchasing decisions essentially upon 
quality, style and price rather than upon a passing whimsical emotion which may 
lend itself to a shrieking outburst upon hearing the alluring tones of a crooner. It 
may well be that many girls and women will have their attentioff drawn to feminine 
wearing apparel advertised and sold under the designation “Swooner,” since it is 
what might be termed a “catchy” word, and that a substantial trade will be developed 
under such label and trade-mark, but that is no reason for denying plaintiff the right 
to the exclusive use of such designation. Defendant still has full opportunity to sell 
its merchandise to that segment of femininity which swoons as well as to those who 
do not swoon. 

Defendant contends that it was the first user of the word “Swooner” and hence 
the court erred in determining that the plaintiff is the owner of the trade-mark. 
The findings, however, of the trial court in favor of the plaintiff on this issue have 
substantial evidentiary support. There can be no attack upon the findings that on 
March 17, 1944, plaintiff sold and delivered feminine wearing apparel to Neiman- 
Marcus in Dallas “upon which was affixed the trade-mark ‘Swooner’,” and that 
from and after that date plaintiff sold such apparel under that designation both 
within and without this state. It is of course obvious that the labels bearing the 
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word “Swooner” which were affixed to the merchandise shipped to Neiman- Marcus 
were prepared some time prior to the date of such shipment. From the fact that 
advertising of plaintiff’s merchandise under the designation “Swooner” appeared in 
a national magazine in May, 1944, it may be assumed that the arrangements there- 
for had been completed at some substantially earlier time. The direct evidence, 
too, in behalf of plaintiff supports this idea. The fact that plaintiff went into a 
national advertising campaign to make known this new brand of its merchandise 
and spent a sizable amount in carrying it on is not without significance in showing 
that plaintiff had appropriated the word “Swooner” as a trade-mark. Of like 
significance is the fact that on April 1, 1944, plaintiff filed in the office of the Sec- 
retary of State a claim for trade-mark for the word “Swooner’—used by it in 
connection with the various articles of clothing for women that it manufactured 
and sold. This was in effect an application for registration of the word “Swooner” 
as a trade-mark. (Bus. & Prof. Code, § 14230.) The certificate thereafter is- 
sued to the plaintiff by the Secretary of State constituted a registration of the trade- 
mark under section? 14237 of the Business and Professions Code and such regis- 
tration “is prima facie evidence of the ownership of the mark” by the express terms 
of section? 14271 of said code. There is thus substantial support for the court’s 
finding that “plaintiff adopted and used as its trade mark on March 17, 1944, the 
word ‘Swooner’ in connection with the sale of feminine wearing apparel.” In order 
for plaintiff to appropriate this word as a trade-mark it was not necessary for the 
same to be registered with the Secretary of State. Bus. & Prof. Code, §§ 14202, 
14270 ; Ward-Chandler Bldg. Co. v. Caldwell, 8 Cal. App. 2d 375; 24 Cal. Jur. 623, 
§ 10. But such application and registration lend support to the finding that plaintiff 
had appropriated said word as a trade-mark in connection with the merchandise it 
manufactured and sold. Ward-Chandler Bldg. Co. v. Caldwell, supra. 

Defendant bases its claim of prior use of the word “Swooner” on the display 
in its store window on Broadway in Los Angeles, placed thereon March 3, 1944. 
In connection with this display, however, the court found that “defendant did not 
affix or attach any sign, card, label or other matter to any of the bobby socks offered 
for sale by it”; that the cards in this display “were the only cards, signs, or other 
indicia to the public used by the defendant until April 17, 1944, of the word 
““Swooner,” and that “‘such use of the placard and price tickets by the defendant was 
only a means of advertising the sale of bobby socks.’ The evidence, together with 
the inferences which the trial court could reasonably draw therefrom, amply sup- 
port these findings. When these facts are considered in connection with the char- 
acter and arrangement of the display and the fact that it only appeared in the show 
window of a single store of defendant’s Pacific coast chain it must be said that there 


1. “14230. Persons entitled to register: Filing of claim. Any person may register any 
trade-mark used by him in this State by filing a claim to it with the Secretary of State. (Added 
by Stats. 1941, ch. 58, § 1, p. 704.)” 

2. “14237. Issuance of certificate of registration. At the time of filing, the Secretary of 
State shall issue to the claimant a certificate of registration under the Great Seal of the State. 
(Added by Stats. 1941, ch. 58, § 1, p. 105.)” 

3. “14271. Evidentiary effect of registration. Every trade-mark registration on the records 
of the Secretary of State is prima facie evidence of the ownership of the mark, (Added by 
Stats. 1941, ch. 58, § 1, p. 706.)” 
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is a substantial foundation for the trial court’s further determination “That by the 
defendants’ use of the word Swooner between March 3 and March 17, 1944, 
defendants acquired no property rights” therein. 

Defendant, however, argues that if its use of the word “Swooner” was not 
sufficient to give it a prior trade-mark right in said word then its use cannot con- 
stitute an infringement of any trade-mark property plaintiff may have acquired 
therein; hence it was improper to restrain the further use of said word by the 
defendant. This argument is unsound. The use made by the defendant of the 
designation “Swooner” was substantially greater after March 17 than before that 
date. Up to that date its use had been limited to a single store in Los Angeles. But 
a month later a chain-wide promotion sale of bobby socks was undertaken by de- 
fendant under the said designation. Early in July a display window in the Cren- 
shaw boulevard store of defendant in Los Angeles contained signs which reason- 
ably could have led the purchasing public to believe that not only bobby socks but 
bathing suits, sweaters and play suits, which were also displayed in the window, 
were likewise being advertised for sale under the designation “Swooner.” This, 
it will be noted, was after plaintiff's national advertising program had got well 
under way. Defendant did not discontinue the use of the word “Swooner” in ad- 
vertising the sale of bobby socks until this action was filed and a temporary re- 
straining order issued. There is therefore ample justification for the trial court’s 
finding that “the use of the word Swooner by the defendant is an infringement” 
of plaintiff’s trade-mark, and that “plaintiff will suffer irreparable injury and 
damage by defendants use” of said word and that “plaintiff has no adequate remedy 
at law.” 

Defendant also contends that since plaintiff had used the word “Swooner” on 
only certain of its line of feminine wearing apparel and had not used it on bobby 
socks the defendant could therefore not be prevented from using such designation 
on this particular item of clothing. This would unduly restrict plaintiff’s use of its 
trade-mark. In its application to the Secretary of State for claim to trade-mark 
for the word “Swooner”’ plaintiff stated that it was engaged in the manufacture and 
sale of clothing and based its claim for trade-mark of said word on the use thereof 
in connection with the clothing it manufactured. Various items of women’s wear- 
ing apparel were then enumerated including bobby socks. Under section 14231, 
the Secretary of State is authorized to establish classes of merchandise for purposes 
of trade-mark registration. Pursuant to this authority he has established class 
39, consisting of clothing. To deprive plaintiff of the right to use its trade-mark 
upon the several items of clothing manufactured and sold by it and which were 
specifically listed in its said application and to allow a competitor to use the identical 
designation on a single item of such clothing would inevitably lead to confusion on 
the part of the purchasing public and give one firm the advantage of the adver- 
tising by the other and the good will built up by it. We are not unmindful that this 
case was not decided upon the theory of unfair competition but we mention this 
practical phase of the situation as a further reason for holding that plaintiff is 
entitled to use its trade-mark on the several items of women’s wearing apparel 
manufactured and sold by it and listed in its application to the Secretary of State. 
The judgment is affirmed. 
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WEISS v. THE STORK & GIFT SHOP 
New Jersey Chancery Court 


January 29, 1946 


TRADE- MARKS—UNFAIR COMPETITION. 

The words “Juvenile Shop” displayed by the defendant upon its store windows is so 
similar to complainant’s long established trade-name as to create a false impression in the 
minds of ordinary individuals exercising the usual precautions. 

TRADE-M ARKS—DESCRIPTIVE WorpDS—SECONDARY MEANING. 

Where a descriptive word has been before the public so long and to such an extent as that 
it would be unjust for anyone to simulate it, and thus unable his goods to pass off as the goods 
of another, equity, which looks at the substance and not the mere form of things, will prevent 
the use of such words and give the complainant relief by way of injunction. 


Action by Gertrude R. Weiss against The Stork & Gift Shop for unfair com- 
petition. Decree for complainant. 


Meyer L. Sakin, Camden, N. J., for complainant. 
Benjamin Asbell, Camden, N. J., for defendant. 


Woonprurr, V. C.: 


Complainant seeks an injunction to protect her established trade-name of 
“Broadway Juvenile Shop.” She charges unfair competition. Complainant’s re- 
tail business in infants’ and juvenile wear was established at 211 Broadway, Cam- 
den, New Jersey, in 1931; on December 9th, 1931, she filed, in the office of the 
clerk of Camden County, a certificate of the adoption of the name under which she 
was doing business. 

Ever since the establishment of her said retail store, complainant has used and 
publicized her trade-name. From 1931 until 1933 her store was at 211 Broadway, 
from 1933 until April 23d, 1945, at 215 Broadway, and from April 23d, 1945, until 
the present at 703 Broadway. For the past six years she has also operated a retail 
store at Bridgeton, New Jersey, and she now designates both stores as “Broadway 
Juvenile Shops.” 

Complainant’s stores at 211 and 215 Broadway, in a retail shopping district, 
were most advantageously located. In the same city block, and on the same side 
of Broadway, there is a well known and well patronized moving picture theatre, the 
Grand. This theatre is open day and evening, and in the evening the front of the 
theatre is brilliantly lighted. 

From 1931 until the present complainant has continuously advertised her busi- 
ness under the name “Broadway Juvenile Shop” or “Broadway Juvenile Shops.” 
Large signs bearing one or the other of these names have been maintained on the 
front of her stores; her business stationery, price tags, gift articles, and delivery 
boxes and bags have borne these names; she has regularly advertised in the Camden 
Daily Courier, the Bridgeton Daily News and other newspapers, and many times 
a day through “spot” announcements over Camden’s municipal radio station, and, 
by billboard, circulars and other media, always using these names. Complainant 
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has also frequently conducted prize contests, open to the public, in her stores and 
in these names. Her average expenditure with the Camden Daily Courier for ad- 
vertising has been $1,000 per year, and her husband (who assists her in her busi- 
ness) testified that she has spent at least $25,000 in advertising her trade-name since 
she established her first Camden store in 1931. 

About two years ago a retail store was opened at 204 Broadway, Camden, 
almost directly opposite the complainant’s store at 215 Broadway. A large sign 
over the show windows and the entrance identified the new store as “The Stork 
& Gift Shop.” The type of merchandise sold there is indicated by defendant’s 
trade-name—babies’ wear and gifts; juvenile wear was not sold. Sometime prior 
to April 23d, 1945, the defendant was incorporated and it took over The Stork & 
Gift Shop; still juvenile wear was not sold there. But, at or about the time the 
complainant moved her store from opposite the store of the defendant to 703 
Broadway, some five blocks south, the defendant began to stock and to promote the 
sale of juvenile wear. Also, the defendant caused two new signs to be painted on 
and across the top of its show windows; the words chosen by it were the last two 
words of complainant’s trade-name, “Juvenile Shop.” 

When on April 23d, 1945, complainant moved her store from opposite that of the 
defendant she had been established in that city block for thirteen years. Just six 
weeks later, on June 4, 1945, the complainant observed that the “Juvenile Shop” 
signs were being painted upon the show windows of the defendant’s store. She 
immediately advised the defendant by letter that she objected to the use of these 
words, and considered the display an infringement upon her trade-name. Through 
its attorney, the defendant replied asserting that it had a right to use the words and 
display the signs. An officer of the defendant testified that the signs had been 
ordered quite some time before they were painted but that the painter could not do 
the work until June 4, 1945. There was also some testimony relative to an at- 
tempted compromise between counsel representing the parties on the words to be 
used and displayed by the defendant. The complainant, however, objected to the 
use of the word “juvenile” in defendant’s signs and this suit was instituted. The 
defendant continues to maintain the two “Juvenile Shop” signs upon the show 
windows of its store. 

Defendant did not substitute the “Juvenile Shop” signs for its large Stork & 
Gift Shop” sign. It displays both signs, so that to a person shopping on Broadway 
the signs might well indicate that two shops were accommodated in defendant’s 
building. United Cigar Stores Company of America v. United Confectioners 
(Court of Errors and Appeals), 92 N. J. Eq. 449, 450, 113 Atl. Rep. 226. The 
new signs are made conspicuous in the evening because of the bright lights behind 
them in the defendant’s store windows; its original sign above its store, ‘““The Stork 
& Gift Shop” is not directly lighted and would not, in my opinion, attract the at- 
tention of the ordinary Broadway shopper after dark. 

Defendant’s buyer and store manager was quite frank in her admissions rela- 
tive to the situation which developed after the complainant moved her store. She 
testified that on many occasions individuals entered the defendant’s store and asked 
if it was the “Broadway Juvenile.” She knew, she said, that those persons were 
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referring to complainant’s “Broadway Juvenile Shop.” She knew that the com- 
plainant had moved to 703 Broadway. What she did was this: “A. I have instructed 
all employees to tell them we are the Stork and Gift Shop, that they are in the 
Stork and Gift Shop, but that we carry juvenile clothing, and we try to sell them 
our merchandise, but we tell them the Juvenile Shop had moved down to the 700 
block and we were the Stork and Gift Shop.” (Italics mine.) These questions 
were also asked, and she gave these answers: “Q. Have you personally told people 
to go down to 703 Broadway? A.I certainly have. ‘Is this the Broadway Juvenile?” 
‘No, the Broadway Juvenile moved to 703,’ or ‘the 700 block. Can we help you,’ 
and try to sell them our merchandise, but we do tell them the Broadway Juvenile 
have moved. We are not sending them out deliberately, but we do advise them 
the correct location of the store. Q. How many girls work in the store? A. Four. 
Q. And each of those girls have done the same thing, sent them down there? A. I 
have overhead them many times.” (Italics mine.) 

The defendant’s plan to sell juvenile wear and the efforts of its manager and 
sales persons were, obviously, successful. Its manager testified that fifteen or 
twenty per cent of its recent business has been in juvenile wear. How much of this 
trade was taken from the complainant it would be impossible to ascertain but com- 
plainant testified that there had been a falling off in her business since she moved 
from opposite the defendant. 

This court has the power to restrain the improper use of a trade-name. The 
law allows and encourages fair, open and honest competition, but it interdicts a 
merchant from taking a fraudulent advantage of his rivals by dealing under false 
colors and selling his goods as those of his competitors. In the words of Mr. 
Justice Knapp, in Miller Tobacco Manufactory v. Commerce, 45 N. J. Law 18, 
rivalry of that kind “ ‘is not fair competition; it is closer akin to piracy.” Van 
Horn v. Coogan, 52 N. J. Eq. 380, 28 Atl. Rep. 788; affirmed, 52 N. J. Eq. 588, 33 
Atl. Rep. 50. 

Rival merchants have no right, by imitative devices, to mislead prospective pur- 
chasers into buying their merchandise under the impression that they are buying 
that of their competitors, and the use of such devices or means may be enjoined. 
The law guards the trade-name and good-will of a merchant, and thereby the public, 
against unlawful injury. A. Hollander, &c., Inc. v. Philip A. Singer, &c., Inc., 
119 N. J. Eq. 52, 180 Atl. Rep. 671, affirmed, 120 N. J. Eq. 76, 183 Atl. Rep. 296; 
Robert H. Ingersoll & Brother v. Hahne & Co. (Court of Chancery), 89 N. J. Eq. 
332 ; 108 Atl. Rep. 128. 

The complainant is not bound to show, as an indispensable prerequisite to her 
right to relief, an exclusive property right in the words “Juvenile Shop” ; her right 
to the protection she asks must be considered to be fully established if it satisfac- 
torily appears that the defendant has made use of these words as an imitative de- 
vice for the purposes of deception—to beguile customers of the complainant, con- 
fused at not finding the complainant at her old location, into its store where they 
might be persuaded to purchase its juvenile wear. Van Horn v. Coogan, supra 
(at p. 384), of the state report. 

One may not lawfully use a trade-name as near the established name of an- 
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other as to lead customers and the public to suppose that the establishment of the 
user is the establishment of the other or that the product sold is the product of the 
other. Busch v. Gross (Court of Chancery), 71 N. J. Eq. 508, 64 Atl. Rep. 754; 
O’Grady v. McDonald (Court of Chancery), 72 N. J. Eq. 805, 66 Atl. Rep. 175; 
Rubber, &c., Co. v. Rubber-Bound Brush Co., 81 N. J. Eq. 419, 88 Atl. Rep. 210; 
affirmed, 81 N. J. Eq. 519, 88 Atl. Rep. 210; National Biscuit Co. v. Pacific Coast 
Biscuit Co. (Court of Chancery), 83 N. J. Eq. 369, 380, 91 Atl. Rep. 126; Hilton 
v. Hilton (Court of Errors and Appeals), 90 N. J. Eq. 564, 107 Atl. Rep. 263; 
Bayuk Cigars, Inc. v. Fine, 112 N. J. Eq. 166, 163 Atl. Rep. 799, affirmed, 114 
N. J. Eq. 83, 168 Atl. Rep. 303. 

It is not necessary that one using a trade-name or slogan which interferes with 
another’s prior right thereto, should have adopted such name with intent to deceive 
the public or to injure that other to move the court to enjoin; the consequences of 
the defendant’s acts and not the motive for them, determine whether this court 
should interfere. Polackoff v. Sunkin (Court of Errors and Appeals), 115 N. J. 
Eq. 134, 169 Atl. Rep. 724. See also, Delaware, Lackawanna and Western Railroad 
Co. v. Lackawanna Motor Freight Lines, Inc. (Court of Chancery), 117 N. J. 
Eq. 385, 175 Atl. Rep. 905, and R. B. Davis Co. v. Sher (Court of Chancery), 
125 N. J. Eq. 316, 5 Atl. Rep. 2d 49. This court has gone so far as to declare that 
if an interfering trade-name is actually misleading, intention to mislead will be 
conclusively presumed. Eureka Fire Hose Co. v. Eureka Rubber Manufacturing 
Co., 69 N\. J. Eq. 159, 60 Atl. Rep. 561; affirmed, 71 N. J. Eq. 300, 71 Atl. Rep. 
1134, application for modification of injunction, 72 N. J. Eq. 555, 65 Atl. Rep. 
870, “ ‘Unfair competition’” is “ ‘fraudulent conduct.’” Hilton vy. Hilton, 89 
N. J. Eq. 149, 154, 102 Atl. Rep. 16. 

“The jurisdiction of courts of equity to prevent injury from infringement of 
trade names has been liberally exercised and applied in all circumstances whenever 
it appeared that the name was an established, distinctive and valuable adjunct to an 
undertaking, whether used to distinguish manufactured articles, a place of busi- 
ness, Or a corporation, commercial, or one formed not for pecuniary gain. All that 
is required to bring into activity the injunctive powers of the court, is to inform 
it that the complainant’s trade is in danger of harm from the use of its name, by 
the defendant, in such a way, as is calculated to deceive the public into the belief 
that the defendant’s affairs, in the respect complained of, are those of the com- 
plainant.” Cape May Yacht Club v. Cape May Yacht and Country Club (Court 
of Chancery), 81 N. J. Eq. 454, 456, 86 Atl. Rep. 972. 

Defendant makes much of the fact that the words “juvenile” and “shop” are 
generic or descriptive words, and insists that, therefore, it has the legal right to 
display them together upon the show windows of its store. Defendant cites Coca- 
Cola Co. v. Nehi Corp. (Supreme Court of Delaware), 36 Atl. Rep. 2d 156 [34 
T.-M. Rep. 136], and stresses the general rule that, since a common, generic, or 
descriptive word, name or term is not originally subject to exclusive appropriation 
as a trade-name, a charge of infringement or unfair competition cannot be pred- 
icated upon the mere use, without fraudulent intent, of such a name, word, or 
term although it is already in use by another. 52 Am. Jur., Trade-Marks, Trade- 
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Names, &c., 7 130. It is now the established law, however, that such a word or 
name may, by usage, acquire a secondary, special, or trade meaning as indicating 
or identifying the goods, business or services of the user, as distinguished from its 
primary, common or general meaning, so as to entitle him to protection, under the 
law of unfair competition, against the subsequent unfair or piratical use thereof by 
another. 52 Am. Jur., Trade-Marks, &c., 72. Eureka Fire Hose Co. v. Eureka 
Rubber Manufacturing Co., supra; Rubber, &c., Co. v. Rubber-Bound Brush Co., 
supra. 

The Coca-Cola-Nehi Corp. case involved more than “unfair competition.” 
Trade-mark infringement as well as unfair business competition was alleged and 
the complainant relied, in part, upon the terms of a written contract for the relief 
it sought. Furthermore, the court recognized, in that case, that the word “cola” 
had been used denominatively by many manufacturers of cola beverages, and 
found as a fact that the names used by the defendant to designate its beverages 
bore no confusing resemblance to “Coca-Cola.” The Supreme Court of Delaware, 
in its opinion sustaining the Chancellor, declared that one entering into an already 
occupied field must take care to avoid unnecessary adoption or imitation of a con- 
fusing name. 

In the case at bar the complainant had specialized in the sale of juvenile wear 
and had advertised that fact for more than twelve years before the defendant’s 
predecessor opened a store on Broadway. When the defendant determined to sel! 
juvenile wear it had already established and publicized its trade-name, “The Stork 
& Gift Shop.” If, in ordering the new signs to be placed upon its show windows 
its purpose was only to notify those who passed its store that it had added another 
line of merchandise, it was assuredly “unnecessary” for it to resort to the use of 
words then identified with and identifying complainant’s business. Defendant’s 
manager admitted that other descriptive words of similar significance could have 
been employed, and that she had never known of an instance where a person or a 
firm, except the complainant and the defendant, had ever employed the term 
“Juvenile Shop” to advertise or sell clothing for children in the Philadelphia- 
Camden-South Jersey district. Certainly it was unnecessary for the defendant to 
use the word “shop” and to join it with the word “juvenile.” Even the classified 
sections of the Philadelphia and the Camden telephone directories do not list 
merchants selling juvenile wear under titles such as “Juvenile Stores,” ‘Juvenile 
Clothing,” or “Juvenile Wear.” 

Our New Jersey courts have frequently declared that no person should be per- 
mitted to “‘unnecessarily” use even generic or descriptive words on his own name 
in the prosecution of his business in such a manner as to inflict injury upon another. 

In International Silver Co. v. William H. Rogers Corp. (Court of Errors and 
Appeals), 67 N. J. Eq. 646, 60 Atl. Rep. 187, the Court of Errors and Appeals 
reversed this court, to direct that the defendant be enjoined from using the name 
“Rogers” although one of its incorporators was a William H. Rogers. Mr. 
Justice Swayze, speaking for the court, said: “‘.. . No person is permited to use 
his own name in such a manner as to inflict an unnecessary injury upon another. 
The corporators chose the name unnecessarily, and having done so for the purpose 
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of unfair competition, cannot be permitted to use it to the injury of the complain- 
ant.’ ... If the defendant had honestly desired to avoid that confusion, much more 
efficient means were available. The defendant was under no compulsion to use the 
name ‘Rogers’ at all, and if that name had not been used confusion would have 
been impossible. ... In the present case the corporate name was selected wn- 
necessarily, with the intent to make an unfair use of it.” (Italics mine.) 

The defendant called the court’s attention to the opinion of Chancellor Har- 
rington of Delaware, in the Coca-Cola-Nehi Corp. case. (Delaware Court of 
Chancery, 25 Atl. Rep. 364 [32 T.-M. Rep. 291]). The weakness of defendant’s 
position is exposed in that opinion. The Chancellor did not say that one could not 
be guilty of infringement or unfair competition if the words he borrowed and imi- 
tatively used were generic or descriptive words. He said that one would not 
“ordinarily” be guilty, provided “other distinguishing features clearly appear.” 
(Italics mine.) And, as Vice-Chancellor Leaming aptly said: “A question of this 
nature necessarily depends largely upon the special circumstances of the individual 
case.” O’Grady v. McDonald, 72 N. J. Eq. 805, 807, 66 Atl. Rep. 175. 

In the Delaware case distinguishing features did appear; in the instant case 
they do not. The only words displayed on the defendant’s show windows are the 
latter two words of complainant’s trade-name. Defendant did not choose to use 
such words as “youth” or “children” or “junior,” and in wording and placing its 
signs made no effort to distinguish its store from the shop of the complainant. In 
this connection it is most significant that, in testifying, defendant’s store manager 
used the identical words displayed by her employer to designate the complainant’s 
store and business and that she quoted persons who had visited the defendant’s store 
inquiring for the complainant as using just those words. Her testimony is per- 
suasive that the word “‘juvenile” in the complainant’s trade-name is the word which 
impresses itself upon the minds of customers and the public as the identifying 
symbol of complainant’s store and business. 

Oliver Wendell Holmes, when an associate justice of the Massachusetts Su- 
preme Judicial Court, declared : “So, although the plaintiff has no copyright on the 
dictionary, or any part of it, he can exclude a defendant from a part of the free 
field of the English language, even from the mere use of generic words, unqualified 
and unexplained, when they would mislead the plaintiff’s customers to another 
shop.” American Waltham Watch Co. v. United States Watch Co., 173 Mass. 
85, 73 Am. St. Rep. 263, 53 N. E. Rep. 141, 43 L. R. A. 826. . 

A leading case in New Jersey affirming the power and the duty of this court 
to enjoin unfair competition through the use of a purely descriptive word to which 
word complainant had given a secondary meaning, is Rubber, &c., Co. v. Rubber- 
Bound Brush Co., supra. Our Court of Errors and Appeals affirmed the decree 
below for the reasons given by Vice-Chancelicr Howell. The Vice-Chancellor said 
(at p. 425) of the state report: “‘. .. where a descriptive word has been before the 
public so long and to such an extent as that it would be unjust for anyone to simu- 
late it, and thus enable his goods to pass off as the goods of another, equity, which 
looks at the substance and not the mere form of things, will prevent the use of such 
words and give the complainant relief by way of injunction.” The Vice-Chancellor 
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then advised a decree enjoining the defendant from using the word “‘Rubber-Vulc” 
to designate its brushes set in rubber and the word “Rubber-Bound”’ in its corporate 
name ; complainant had, for many years, used the words “Hard Rubberset,” ‘“Rub- 
berset” “Hard Rubberset and Bound,” to distinguish its special variety of manu- 
factured brushes. 

Trade-names have likewise been protected by this court, although they consisted, 
in whole or in part, of geographical, generic or descriptive words or the name of an 
individual. For instance, in Polackoff v. Sunkin, supra, the use of the name “New 
Jersey Malt Supply” by defendant in competition with complainant’s established 
business and trade-name of “New Jersey Malt Products Co.” was enjoined. Our 
Court of Errors and Appeals, in its decision, declared: “When a trade name has 
acquired significance in the mind of the public who understand it as a designation or 
symbol applying to one’s business, equity will relieve against the subsequent use 
by another of a name so similar as to confuse and mislead the public, to the first 
user’s injury.” 

“Neither actual confusion nor actual fraudulent intent need be shown where 
the necessary and probable tendency of the defendant’s conduct is to deceive the 
public and pass off his goods or business as and for that of the complinant.” ‘‘The 
test is whether the use by the defendant of the words in dispute is likely to deceive 
ordinary purchasers buying with such care as would usually be exercised in such 
transactions.” “A nice discrimination is not expected from the ordinary pur- 
chaser.” “Similarity, not necessarily identity, of names is recognized as a basis for 
relief.” Hilton v. Hilton, supra. 

Even if the defendant in the instant case was innocent of artifice in having the 
words “Juvenile Shop” painted upon its show windows, its insistence on the con- 
tinued employment of words which have been shown to be objectionable, after 
notice of objection and a request to desist from their use, and when the employ- 
ment of those particular words were unnecessary to the prosecution of defendant’s 
business on an honest basis, would warrant relief in this cause. VanHouten v. 
Hooten Cocoa & Chocolate Co. (United States District Court of New Jersey), 130 
F. 600; Eureka Fire Hose Co. v. Eureka Manufacturing Co., supra. 

The evidence in this case convinces me that the words “Juvenile Shop” displayed 
by the defendant upon its store windows is so similar to complainant’s long estab- 
lished trade-name as to create a false impression in the minds of ordinary individuals 
exercising the precaution usually exercised in situations such as has been shown to 
here exist. I am also convinced by the evidence, and I must find, that the act of the 
defendant in displaying those words upon the show windows of its store a short 
time after the complainant had moved her old established business from a store 
almost directly opposite that of the defendant, and the conduct of the defendant’s 
store manager and its sales girls to which I have hereinbefore adverted, were in- 
tended to entice any customers of the complainant who might be confused at finding 
her old store vacated into the store of the defendant, to further confuse them by 
giving them indefinite information as to the location of complainant’s new store, 
and to sell those customers defendant’s junior wear. Complainant’s use of her 
trade-name for many years prior to the use of the two distinguishing and identifying 
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words thereof by the defendant should be protected by this court. I shall advise 
that defendant be restrained from using complainant’s trade-name or the words 
“Juvenile Shop” in connection with its store and business. 





NATIONAL TOOL SALVAGE COMPANY v. NATIONAL TOOL 
SALVAGE INDUSTRIES, INC. 


New York Supreme Court, Special Term, New York County 
January 29, 1946 


TRADE-MARKS—UNFAIR COMPETITION. JURISDICTION OF CoURTS—DEFENSES. 

The fact that a foreign corporation is doing business in this state without having obtained 
the certificate of authority required does not estop it from maintaining unfair competition sent 
against a domestic corporation or foreign corporation authorized to do business here if the 
defendant adopted its name in fraud if plaintiff’s right. 


Action by National Tool Salvage Company against National Tool Salvage In- 
dustries, Inc., for unfair competition in which defendant counterclaimed for un- 
fair competition. Judgment for plaintiff. 


Eber, J.: 


Plaintiff and defendant are engaged in the same business, that of re-servicing, 
re-conditioning, re-sharpening and re-cutting tools. Plaintiff sues to enjoin and 
restrain the defendant from continuing to use the words “National Tool Salvage” 
as part of its name or in any manner in connection with its business and for such 
other and further relief as to the court may seem proper. It claims it acquired 
prior right to the use of these words and the basis of the suit is that the defendant 
by the aforementioned use is engaged in unfair competition and that confusion has 
resulted as a consequence. Defendant concedes confusion has arisen and still 
continues ; in turn, by its counterclaim it seeks to enjoin and restrain the plaintiff 
from using or continuing to use the quoted words as part of its name and in any 
manner in connection with its business in this state. 

At the trial defendant’s counsel stated: “It is conceded that a certain amount of 
confusion arises in New York. ... We have admitted the confusion, and we 
hope in that fashion to have eliminated that question as an issue, in order to get 
a firm decision as to whether the plaintiff or the defendant is entitled to use the 
name in New York.” 

Plaintiff is a Michigan corporation; its name resulted from a merger of two 
corporation, viz., National Grinding Company, incorporated in 1924, and the Tool 
Salvage Company, which started business in 1912; in 1926 these companies were 
merged under the name “National Tool Salvage Company.” Its business is of 
national scope and it serves customers in forty-five states of the Union; all of its 
property and assets and its place of business are located in Detroit; it has neither 
assets, property nor an office in this state. It has several hundred customers in 
New York State whom it has serviced and who have dealt with plaintiff practically 
since its organization. It has a representative here who is not an officer of the 
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company, who is not paid any salary, but who works on a commission basis only 
and pays his own expenses, who merely solicits orders which are transmitted to the 
plaintiff in Detroit for attention and servicing at its plant in Detroit. Plaintiff 
does a very substantial volume of business running into hundreds of thousands of 
dollars ; it numbers among the concerns to which it renders service the Navy De- 
partment, Bureau of Ships, the American Locomotive Company and the Westing- 
house Electric Corporation. Its representative or solicitor has no regular office 
here but has an arrangement under which he receives telephone messages through 
a service conducted and known as a telephone message service. 

Plaintiff advertises in various magazines and national trade papers which have 
circulation in New York; it also sends out cards, circulars and literature which is 
mailed to the trade at large, to present as well as prospective customers; this is 
continuous. The defendant likewise advertises in trade publications and also solicits 
orders through the mailing of circulars in and out of New York State. 

Plaintiff’s name is featured in bold, heavy type, uniform in size reading, ‘“Na- 
tional Tool Salvage Company” and with the symbol “NTS.” The defendant in the 
use of its name similarly features in bold, heavy type, uniform in size, the words 
“National Tool Salvage’ but the word “Industries” is in script of very thin and 
unattractive type, thus reading National Tool Salvage “Jndustries, Inc.,” and with 
the symbol “NTSI.” The word “Industries” is set forth in a negligible manner 
and at times is hardly discernible. Defendant’s letterhead, cards and literature ad- 
vertise that its business is national in scope, “from Coast to Coast.” What de- 
fendant strongly emphasises and displays are the words: ‘‘National Tool Salvage” ; 
the word “Jndustries’ is so set out that it sinks into insignificance. This is appar- 
ent from a mere glance. 

In 1942 plaintiff first became aware of the existence of defendant corporation 
and on July 14, 1942, its Detroit counsel wrote to defendant of this fact and that 
confusion had resulted and requested defendant to change its name. No reply was 
received from defendant and a few weeks later, an officer of the plaintiff, the 
witness Lang, called at the defendant’s office and had a conversation with defend- 
ant’s witness Oldofredi, its executive officer and manager, and who appears to be 
the corporation ; Lang said Oldofredi admitted the receipt of the letter and stated 
that he was a recent arrival in this country, that it was a free country and that 
he could do as he pleased. In that connection Lang told him that if he did not desist 
from the use of the words “National Tool Salvage” that legal action to restrain its 
use would ultimately have to be taken. Such use continued and this action resulted. 

Plaintiff's evidence establishes that the name “National Tool Salvage Company” 
has acquired a secondary meaning in the industry and that the name when it is 
mentioned in that industry is associated with the plaintiff as having been pioneers 
in that field and that that is so throughout the United States. 

Oldofredi, testifying for the defendant, stated he commenced doing a tool sal- 
vage business in January, 1942; that he first wanted to use the name “American 
Tool Salvage Industries” but found, upon making inquiry at the county clerk’s 
office, that it was not available, and after examining the telephone and other di- 
rectories decided upon the name “National Tool Salvage Industries”; that he 
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selected that name because he thought it indicated the national scope of the company 
and that he then filed a certificate of the assumption of that name with the county 
clerk ; that subsequent to the assumption of that name he, in May, 1942, incorporated 
his business in the State of Delaware, the date of incorporation being May 7, 1942. 
In 1944 a certificate of authority to do business in this state was obtained, he sign- 
ing the application as vice president of the defendant; it was executed under date 
of September 12, 1944, and was filed on September 16, 1944. 

He further testified that he first caused a search to be made of the records of 
the Secretary of State to ascertain if the name or a similar name was in use by a 
company incorporated in New York and learned that it was not and thereupon filed 
said application. He admitted, however, that when he did so, in 1944, that he 
knew, of course, of the existence of the plaintiff corporation, of the plaintiff’s use 
of the name “National Tool Salvage Company,” of the letter of July 14, 1942, of 
Lang’s call and objection, and of the plaintiff’s protest of the use of the words 
“National Tool Salvage.’ He sought to overcome it by saying that subsequent to 
Lang’s call and protest he arranged to use a legend to indicate that defendant was 
a concern other than plaintiff, the legend reading “Identify our company by the 
word Industries. No connection with any other concern.” But only some, and not 
all, of defendant’s printed matter contain this legend. It is not featured promi- 
nently, but rather inconspicuously, and is entirely omitted from the defendant’s 
printed circulars mailed to the trade in general, in this state and elsewhere, and 
significantly, is wholly omitted from defendant’s advertisement in the New York 
Red Book Classified Telephone Directory, although Oldofredi testified that 95 per 
cent of the defendant’s business was done in New York; and where the slogan does 
appear, what is strongly and boldy featured are the words “National Tool Sal- 
vage,” with the word “Industries” occupying a secondary and not a primary posi- 
tion and negligibly displayed. Despite the phrase it is conceded that confusion 
continues. 

Defendant stresses strongly and places large reliance on the fact that plaintiff 
is a foreign corporation unauthorized to do business in this state and hence is not 
entitled to enjoin the defendant from using its name as it does. I do not agree that 
this as a correct premise. Section 210, General Corporation Law, provides that “A 
foreign corporation, other than a moneyed corporation, shall not do business in this 
state without having first obtained from the Secretary of State a certificate of 
authority.” Section 219 authorizes the attorney general to bring suit in the Supreme 
Court to enjoin a violation of this provision. But I fail to perceive the relevancy 
here. The plaintiff does not “do business” within the meaning of section 210 or of 
section 219. “The cases are many that merely soliciting orders within the state 
which are accepted outside of the state, does not constitute doing business within 
the state ; likewise the placing of a name on an office door or the listing of a name in 
a telephone directory or the keeping of samples here is not evidence that one is do- 
ing business within the state. The law with respect thereto is now so well settled 
that citation is unnecessary.” Debrey v. Hanna, 182 Misc. 824, 827, 45 N. Y. Supp. 
2d 551. 


The fact that a foreign corporation is doing business in this state without hav- 
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ing obtained the certificate of authority required (sec. 210, Gen. Corporation Law) 
does not estop it from maintaining such a suit as this against a domestic corporation 
or against a foreign corporation authorized to do business here if it is shown that 
the defendant adopted its name in fraud of the plaintiff’s right. The case of Ameri- 
can Tartar Co. v. American Tartar Co., 57 App. Div. 411, 68 N. Y. Supp. 236, 
mainly relied on by defendant, does not hold to the contrary and recognizes this 
exception. “The right of a foreign corporation to equitable relief by injunction 
against the fraudulent use of the same or similar name by a domestic corporation 
in the state and federal courts” is supported by abundant authority. Modern W ood- 
men of America v. Hatfield, 199 F. 270, 274, and cases there cited. 

Nor does the fact that the defendant procured from the Secretary of State a 
certificate of authority to do business here add any support to the defendant’s 
position. A corporate charter grants no immunity in the use of a deceptive name 
(Charles S. Higgins Co. v. Higgins Soap Co., 144 N'. Y. 462, 468, 63 C. J. sec. 122, 
p. 439) and the issuance of the certificate is not an answer to a claim of unfair com- 
petition. Pansy Waist Co. v. Pansy Dress Co., 203 App. Div. 585, 586, 196 N. Y. 
Supp. 825. 

On the merits I am satisfied that the adoption and use by the defendant of the 
words “National Tool Salvage” in its corporate name and the application for the 
certificate of authority to do business here under it were designedly done as an act 
of piracy of plaintiff’s corporate name and for the purposes of unfair competition. 
The documentary evidence fully establishes it. Oldofredi knew in 1942 of plaintiff's 
protest and threat of suit if he persisted in using the words “National Tool Sal- 
vage” and “with full knowledge of that fact” the defendant applied for and ob- 
tained the certificate of authority and “continued its use under its corporate name.” 
(Pansy case, supra). 

Defendant’s protestation of good faith and honesty of purpose is sham and a 
subterfuge. 

In Eastern Construction Co., Inc. v. Eastern Engineering Corporation, 246 
N. Y. 459, these principles were declared: (1) misrepresentation in the use of a 
corporate, name, although innocent at inception, may become wrongful, if persisted 
in after knowledge of its tendency to deceive; (2) if the use of a name by defend- 
ant induces a belief in those dealing with defendant that they are dealing with 
plaintiff, such use constitutes misrepresentation ; (3) the test in determining whether 
to enjoin the use of a corporate name is whether the resemblance tends to produce 
confusion and consequent damages. 

Plaintiff has made out its case and is entitled to the relief sought. 

Judgment for plaintiff, with costs; counterclaim dismissed. Submit on notice 
decision and judgment. 
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NION CORPORATION v. BURROUGHS WELLCOME & CO. 
(U. S. A.), INC. 


Commissioner of Patents 
January 30, 1946 


TRADE-MARKS—PETITION TO COMMISSIONER OF PATENTS—PRIOR ApDJUDICTION—R, S. 4915. 

Commissioner of Patents adjudged Nion Corporation entitled to registration of trade- 
mark “avicap”; defendant filed R. S. 4915 suit in the United States District Court for the 
Southern District of California against Nion Corporation Court authorized grant of regis- 
tration to defendant, Commissioner disagrees with findings of District Court and does not 
accept its judgment or opinion as binding precedents in the Patent Office. In the instant case 
the interference is controlled thereby and Nion Corporation having failed to appeal from the 
court’s decision, is bound thereby, as is the Patent Office. 


Petition to Commissioner of Patents. 


Trade-mark interference No. 3428 between Burroughs Wellcome & Co. 
(U. S. A.), Inc., application, Serial No. 453098, filed May 19, 1942, and Nion 
Corporation, application, Serial No. 455185, filed August 29, 1942. From decision 
awarding priority to junior party, senior party appealed. Affirmed at 61 USPQ 
95. On junior party’s petition that Commissioner ignore 65 USPQ 511. Petition 
denied. 


Jackson, Webster & Read and William G. MacKay, both of San Francisco, Calif., 
for Nion Corporation. 

William F. Weber and Hauff & Warland, both of New York, N. Y., for Burroughs 
Wellcome & Co. (U. S. A.), Inc. 


Frazer, F. A. C.: 


In a decision rendered April 4, 1944 (562 O. G. 701, 61 USPQ 95), I affirmed 
the decision of the Examiner of Interferences in the above entitled trade-mark in- 
terference proceeding, adjudging the party Nion Corporation to be the prior user 
and entitled to the registration of the trade-mark in issue. 

The party Burroughs Wellcome & Co. took no further appeal, but filed an ac- 
tion against Nion Corporation under 4915 R. S. in the United States District Court 
for the Southern District of California, which resulted in a decree “that plaintiff, 
as applicant for registration of the trade-mark “‘Avicap” in its application, S. N. 
453098, filed in the United States Patent Office on or about May 19, 1942, is en- 
titled, according to law, to such registration as so requested, notwithstanding the 
decision of the Commissioner of Patents to the contrary in Interference No. 3428, 
Nion Corporation v. Burroughs Wellcome and Company, U. S. A., Inc., and the 
Commissioner of Patents is now authorized and directed to grant the registration 
requested in said application S. N. 453098, of plaintiff herein as applicant.” (For 
opinion see 60 F. Supp. 841, 65 USPQ 511 [35 T.-M. Rep. 208].) Nion Corpo- 
ration did not appeal from that decree, but allowed it to become final. 

Nion Corporation now petitions in effect that the decree be ignored, and that 
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my decision be regarded as controlling. It is argued that because the Commissioner 
of Patents was not a party to the court action he is not bound by the ruling there 
made, which is “merely persuasive.” 

The District Court was without authority to direct the issuance of a registra- 
tion to Burroughs Wellcome & Co. Philadelphia Storage Battery Co. v. Zenith 
Radio Corporation, 117 F. 2d 642, 48 USPQ 228. The statute provides that such 
an adjudication “shall authorize the Commissioner to issue such patent on the ap- 
plicant filing in the Patent Office a copy of the adjudication and otherwise complying 
with the requirements of law.” But the decree in question did authorize the grant, 
and the objectionable language may be dismissed as surplusage. 

While I respectfully disagree with the conclusions reached by the District Court, 
and neither its opinion nor the judgment rendered will be accepted as binding 
precedents in the Patent Office, I am nevertheless convinced that the instant case 
is controlled thereby. As long ago as 1887, in the case of Gandy v. Marble, 122 
U. S. 432, 39 O. G. 1423, the Supreme Court of the United States said: 


The decision of the court on a bill in equity becomes, equally with the judgment of the 
Supreme Court of the District of Columbia on a direct appeal under § 4911, the decision 
of the Patent Office, and is to govern the action of the Commissioner. 


Were the question propertly before me, I should be inclined to agree with peti- 
tioner that the evidence introduced at the trial proved quite convincingly that Bur- 
roughs Wellcome & Co. had made no use of the trade-mark in interstate commerce 
at the time its application to register was filed. That, however, was a matter for the 
court to decide. Petitioner quotes the language of the Supreme Court in The 
Hoover Co. v. Coe, 325 U. S. 79, 65 USPQ 180, 185, that “where an applicant has 
succeeded in a bill filed under R. S. 4915, the courts have not questioned the power 
of the Patent Office subsequently to disallow the claims for want of invention over 
a newly discovered reference to the prior art.” But clearly there is no analogy be- 
tween a newly discovered reference and the very evidence upon which a judgment 
is predicated. And in the same case the Supreme Court, after tracing the history 
of section 4915, made the following observation [65 USPQ at 184]: 


Thus it is clear that throughout more than a century Congress has for correction of 
erroneous adverse rulings, which if unreversed would end the proceedings in the Patent 
Office, preserved the remedy by bill in a district court either as additional to or alternative 
to that by summary appeal and has made the effect of adjudication in equity the same as 
that of decision on appeal. 


Having failed to appeal from the decision of the District Court, which it char- 


acterizes as “entirely erroneous,” petitioner is bound thereby, as so also is the 
Patent Office. 
The petition is denied. 
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PART II 


THE COCA-COLA COMPANY v. SNOW CREST BEVERAGES, INC. 
District Court, D. Massachusetts 


March 14, 1946 





TrADE-M ARKS—INFRINGEMENT 
“Polar Cola” and “Polar Kola” does not infringe plaintiff’s common law or statutory 
rights in the mark “Coca-Cola.” 
REGISTRATION—M ASSACHUSETTS TRADE-MARK ACT 
Registration of a trade-name in accordance with the Massachusetts Trade-Mark Act does 
not confer any rights in addition to the common law rights. 
UNFAIR CoMPETITION—PRINCIPLES UNDER MASSACHUSETTS LAW 
The mere fact that defendant derives benefit from the good will and merchandising efforts 
of plaintiff does not entitle plaintiff to relief under principles of statutory trade-mark in- 
fringement or principles of unfair competition embodied either in the non-statutory law of 
Massachusetts or in the non-statutory law developed by federal court. 
| UNFAIR COMPETITION—PALMING OrF—FRAUD AND DECEPTION 
Before one who supplies another with the instruments by which another commits a tort 
can be held as a wrongdoer or contributory infringer, he must be shown to have knowledge 
that the other will or can reasonably be expected to commit a tort with the supplied instru- 
ment. The test is whether wrongdoing by the purchaser “might well have been anticipated 
by the defendant.” 


Action by the Coca-Cola Company against Snow Crest Beverages, Inc., for 





trade-mark infringement and unfair competition. Complaint dismissed. 

















Hugh D. McLellan, John T. Noonan, and Herrick, Smith, Donald, Farley & 
Ketchum, all of Boston, Mass., and William J. Hession and Pope F. Brock, both 
of Atlanta, Ga., for plaintiff. 

Arthur D. Thomson, Nutter, McClennen & Fish, and Arthur E. Whittemore, all 

of Boston, Mass., for defendant. 


WyzanskI, D. J.: 


Findings of Fact and Conclusions of Law 


Finding 1. In this action plaintiff complains of defendant’s alleged unfair com- 
petition and infringement of plaintiff’s trade-mark “‘Coca-Cola.” The complaint 
refers to plaintiff’s regstrations at the United States Patent Office, but does not 
specifically refer to the Massachusetts registration and does not aver that defendant 
has impinged on plaintiff’s rights under the United States Trade-Mark Acts [com- 
piled in 15 U. S. C. c. 3] or the Massachusetts Trade-Mark statute [ Mass. G. L. 
(Ter. Ed.) c. 110, particularly §§ 7, 8]. 

Conclusion 1. The complaint is adequate under the Rules of Civil Procedure 
to raise the issue of infringement of plaintiff's federal statutory as well as its com- 
mon law rights in its mark. Compare Form 17 appended to Rule 84 of the Rules 
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of Civil Procedure. It is unnecessary to consider whether the complaint is also 
adequate to raise the issue of infringement of plaintiff's Massachusetts statutory 
rights, inasmuch as the registration of a trade-name in accordance with the Mas- 
sachusets trade-mark act does not confer any rights in addition to common law 
rights. Blair’s Foodland v. Shuman’s Foodland, 311 Mass. 172, 176. 

Finding 2. Plaintiff is The Coca-Cola Company, a Delaware corporation. It is 
the owner of the trade-mark “‘Coca-Cola” registered in the United States Patent 
Office in the years 1893, 1905, 1925, 1928 (twice) and 1945, and registered in the 
Commonwealth of Massachusetts in the year 1919. For many years plaintiff has 
manufactured and sold in interstate commerce under the name of “Coca-Cola” a 
soft drink syrup and the beverage of a dark brown color made from the syrup. 
It has spent millions of dollars in advertising its product under the name ‘‘Coca- 
Cola” and has created a large public demand for it. In view of the admitted value 
of its mark there is involved in this controversy more than $3,000 exclusive of 
interest and costs. 

Finding 3. Plaintiff sells “Coca-Cola” in two ways. It sells syrup to jobbers 
who resell to soda fountain operators who mix the syrup with carbonated water 
and dispense the combination by the glass. That method is of minor significance 
in this case. It also sells syrup to six so-called “parent bottlers,” each having ex- 
clusive resale rights in a particular section of the United States, and these parent 
bottlers resell to local bottlers having franchises in their respective territories. A 
local bottler mixes the syrup with carbonated water, packages it in distinctive six- 
ounce bottles into the glass of which has been blown the trade-mark “Coca-Cola” 
in script, and sells the bottled product to retail outlets, incfuding stores, bars, taverns 
and restaurants. The local bottler usually sells to the retail outlet at 80 cents per 
case of 24 bottles of six fluid ounces each. In New England the parent bottler is 
The New England Coca-Cola Bottling Company, and in Massachusetts one of the 
seven local bottlers with franchises is The Coca-Cola Bottling Company of Boston. 
Both of these companies are wholly owned subsidiaries of plaintiff. 

Finding 4. In recent war-time years due to the shortage of sugar and other 
supplies plaintiff has been unable to fill the demand for its product. Therefore, 
it has resorted to a self-imposed system of rationing its product. This rationing 
has left a vacuum in the cola business. 

Finding 5. Defendant is Snow Crest Beverages, Inc., a Massachusetts corpora- 
tion. It manufactures and sells, and in recent years has manufactured and sold 
in interstate commerce (R. 479, 548-549) under the name of ‘Polar Cola,” a bev- 
erage of dark brown color made from a cola type of syrup and carbonated water. 
Defendant currently sells its product chiefly to bars and taverns in twenty-eight- 
ounce bottle at 85 cents per case of twelve bottles. Defendant currently calls its 
product ‘“‘Cubola” and sells only in Massachusetts, but it intends to revive the 
name ‘‘Polar Cola” and to sell in interstate commerce. Before coming to a state- 
ment of the precise respects in which plaintiff claims defendant competes unfairly 
and infringes plaintiff’s trade-mark it is material to go back some years and recite 
the history of defendant’s enterprise. 
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Finding 6. Shortly before 1927 Nathan Berkowitz purchased and operated an 
unincorporated business then known as Snow Crest Beverages Company. About 
1930 (R. 419) Berkowitz made arrangements for the incorporation of the business. 
Thereafter Berkowitz and Edward Rachins each acquired and continues to own 
one-half of the corporate stock, except for qualifying shares for other directors. 

Finding 7. From 1923 to 1929 the unincorporated Snow Crest Beverages Com- 
pany manufactured only carbonated beverages containing pure fruit flavors and 
sold them under the name ‘‘Snow Crest” in quart or seven and one-half-ounce sizes. 
Beginning with 1929 it manufactured in addition carbonated beverages containing 
artificial flavors and sold them under the name “Polar Cub” in quart, twelve-ounce 
and seven and one-half-ounce sizes. Upon incorporation, defendant took over both 
these lines of business. During this 1923-1929 period and subsequently, defendant 
has advertised the names “Snow Crest” and “Polar Cub” through the usual media 
and has built up for them a special association signifying products of defendant. 

Finding 8. 1935 was the first year in which defendant produced a cola type 
of beverage (R. 427). Its cola type of beverage contained flavor from the cola 
nut blended with natural flavors, sugar, dextrose, carbonated water and caramel 
color (Ex. 6). It called this product originally “Sno Kola” and later “Sno Cola.” 
The product brought very little business to defendant, the sales never reaching so 
high a figure as 500 cases annually in the years 1935 through 1942 (R. 438-439). 

Finding 9. In 1937 the defendant (while not discontinuing its sales of “Sno- 
Cola”) put out the same cola product under the name first of “Polar Kola” and 
then of “Polar Cola” and marketed it in seven-ounce, seven and one-half-ounce, 
twelve-ounce and quart bottles (R. 442). For these bottles defendant used a crown 
displaying the name “Polar Kola” or “Polar Cola” in white block letters on a nar- 
row red band and above the name a picture of a cub bear, which was defendant’s 
symbol in its “Polar Cub” line of artificial fruit beverages. In addition, for the 
twelve-ounce bottle defendant used a label displaying the words “Delicious,” “Re- 
freshing” and ‘Double Size.” The adjectives “Delicious” and “Refreshing” were 
words which plaintiff had for many years used to describe its “Coca-Cola.” “Double 
Size” was a description which, in view of the wide market for “Coca-Cola,” the 
normal buyer of soft drinks would interpret as ‘‘double the size of a ‘Coca-Cola’ 
bottle.” 

Finding 10. In 1940 defendant began to bottle its “Polar Cola” in a distinctive 
twenty-eight-ounce fluted bottle of the type it had previously used in marketing 
some of its other products, such as “Tom Collins Mixer,” “Whiskey Sour Mixer” 
and “Big 8 Mixer.’’ Defendant affixed to the fluted twenty-eight-ounce bottle and 
to the seven-ounce, seven and one-half-ounce and twelve-ounce bottles labels show- 
ing a picture of a bear in an arctic scene and displaying the words “Delicious” and 
“Refreshing.” In addition, the label for the seven-ounce bottle shows the notation 
“individual size”; the label for the twelve-ounce bottle, “double size’; the label for 
the twenty-eight-ounce bottle, “family size.” All the bottles carried the type of 
‘Polar Cola” crown referred to in the preceding paragraph. 

Finding 11. By early 1943 defendant discontinued all the “Polar Cola” sales 
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except those in the twenty-eight-ounce bottles. And since 1944 defendant has sold 
these twenty-eight-ounce bottles virtually only to the bar and tavern trade (R. 437, 
470, 527). But as soon as sugar and other supplies become available defendant 
intends to resume its sales of bottles to retail stores (R. 485). Until 1944 each of 
these bottles had a ‘‘Polar Cola” cap and carried a label with (1) the trade-mark 
‘Polar Cola” in large white lettering which approaches script, on a red background, 
(2) in small letters the name of “Snow Crest Beverages” as bottler, (3) in small 
letters a description of the contents, and (4) a prominent picture of an owl next 
to the slogan “Get Wise-Giant Size” (Ex. 6). Since December, 1944, each of 
these bottles had a “Cubola” cap and carried a label which (1) emphasizes an 
arctic scene, (2) has the trade-mark “Polar Cub” in white block letters on a blue 
background, (3) displays as an insert a cub bear holding a red bottle, and (4) re- 
cites the phrase “sparkling beverages,” the name of defendant and a brief descrip- 
tion of the chemical contents (Ex. 13). 

Finding 12. The growth of defendant’s enterprise having been portrayed in 
broad strokes, it is appropriate to turn now to the details concerning the three 
aspects of defendant’s business in which plaintiff asserts that defendant impinges 
on its rights. The least important is the sale of bottles of “Polar Cola” by de- 
fendant to retail stores which sell to ultimate consumers the same bottles of “‘Polar 
Cola.” More important is the sale of bottles of ‘‘Polar Cola” by defendant to bars, 
taverns, restaurants and hotels which dispense to patrons of such establishments 
either glasses of straight ‘“‘Polar Cola” or glasses containing a mixture of “Polar 
Cola” and whiskey or rum. And of greatest importance is defendant’s use of the 
name “Polar Cola” or “Polar Kola.” 

Finding 13. The only significant testimony relating to sales by defendant to 
retail stores covers transactions which occurred at defendant’s factory in 1944 and 
on an earlier occasion in November, 1940. 

Finding 14. In the summer of 1944 plaintiff engaged investigators, including 
two personable college students, one named Merlin Bernard Monsalvatge, Jr., 
whose appearance fully justifies his romantic name, the other a much-publicized 
Southern football athletic named Charles Furchgott. Albert Anderson, plaintiff's 
director of field investigations, instructed them to proceed to the North Shore of 
Boston. With the aid of introductions from local representatives of plaintiff, they 
were permitted by a Swampscott concern known as “Jack’s Variety and Spa” (R. 
108) to pose as employees of “‘Jack’s.” In the past ““Jack’s” had done business with 
defendant (R. 193, 202). 

Finding 15. Shortly after going to “Jack’s,” Furchgott telephoned defendant’s 
factory and stated that he was at “‘Jack’s,” that the store was short of products and 
that it would like some of the defendant’s products (R. 196-197). Two weeks 
later, on August 15, 1944, Furchgott telephoned again, referred to his earlier call 
and said he was coming over about his order (R. 196, 199, 200). That same day 
Furchgott and Monsalvatge went in person to defendant’s premises. They ob- 
served signs indicating that the place was the bottling plant of “Snow Crest Bev- 
erages” ; they saw no reference by sign or otherwise to “Coca-Cola” (R. 105-106). 
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They introduced themselves as boys who worked at “Jack’s” (R. 107, 109). With 
Southern charm and affability they learned that the girl who waited upon them was 
called “Thelma” (R. 209). From the start there was constant pleasant and in- 
offensive banter between the young personnel employed by plaintiff and the young 
personnel employed by defendant. Indeed, at later meetings they conversed not 
only about hurricanes and earthquakes, Southern accents and college sports, but 
even engagements to and pictures of young ladies far south of Lynn, Salem and 
Swampscott (R. 124, 125, 202, 203). 

Finding 16. On this first visit on August 14, Monsalvatge asked Thelma to 
make out a “ticket” for five cases of soft drinks (R. 204). Then chivalrously he 
went into the back room to pick out his own cases (R. 204-207). He deliberately, 
without suggestion from Thelma and without her even mentioning any kind of 
“cola” (R. 211) selected for himself one case of ‘“‘Polar Cola” and four cases of 
other soft drinks (R. 204-207). Then he told Thelma what he had selected, and 
she said she would have to make out a new sales slip because the ‘Polar Cola” was 
more expensive (R. 208). She did make out the new ticket (Ex. 60, R. 111), and 
Monsalvatge went away with what he had chosen from the back room (R. 105). 

Finding 17. August 17, 1944, Monsalvatge returned and was greeted by a girl 
named “Ruth” (R. 114, 125). He ordered “coke,” but none was available (R. 
113-114). 

Finding 18. August 18, 1944, Monsalvatge together with a third investigator, 
Joseph C. Cohen (R. 113), visited defendant’s plant and saw Ruth (R. 114) and 
Thelma (R. 210). Monsalvatge ordered cases of orange, pale dry, root beer and 
“Coke” (R. 114). He received a case of “Polar Cola” as well as other soft drinks 
(Ex. 62, R. 115-117). 

Finding 19. August 28, Monsalvatge and Cohen came again to defendant’s 
premises. They were mindful that before they had left for New England they 
had received instructions to give orders on two occasions for “coke” before they 
ordered ‘“‘coca-cola” (R. 195). The first part of the instructions having been ful- 
filled, they proceeded to ask Ruth for “Coca-Cola.” She gave them “Polar Cola” 
(R. 117-118). The same pattern was repeated on September 5 when in the presence 
of Thelma, Ruth and a girl known as Edna (R. 125) Monsalvatge ordered a case of 
“Coca-Cola” and received a case of “Polar Cola” (R. 127-128). At no time did 
Monsalvatge make any complaint of failure to receive what he had ordered (R. 128). 

Finding 20. This recital of the North Shore adventures of the Southern cava- 
liers who conducted their business with at least as much adolescent romance (R. 
203) and college humor (R. 124) as precise terminology leads to this ultimate 
finding of fact: defendant’s agents believed and were justified in believing that 
when on August 28, September 5 and September 14 plaintiff’s investigators asked 
for “Coca-Cola” they for reasons peculiar to themselves meant not “Coca-Cola” 
but “Polar Cola.” Any reasonable person in the position of Thelma, Ruth and 
Edna would have supposed that Monsalvatge on August 28, September 5 and 
September 14 was asking for the product which he had without assistance selected 
from the back room on August 15, which he had without complaint accepted on 


August 18 when he ordered “coke,” which his ostensible employer, “Jack’s,” had 
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been buying for years past, and which was the sort of product that a normal cus- 


tomer would expect to get from a factory building which was obviously not a 


“Coca-Cola” bottling plant. 


Conclusion 2. There is in these 1944 purchases at defendant’s plant no basis 


for plaintiff's complaint of unfair competition, violation of trade-mark or other 


wrong. This conclusion, like all those which follow, is based upon the federal 


and Massachusetts trade-mark statutes and principles of common law. The parties 


have agreed and this Court has previously held in National Fruit Product Co. v. 
Dwinell-Wright Co., 47 F. Supp. 499 [32 T.-M. Rep. 516] (D. Mass.), that on 
the particular types of issues here involved there is no difference in the federal 


statutory rule, the federal common law rule, the Massachustts statutory rule and 


the Massachusetts common law rule. It is unnecessary to restate the reasoning 


developed at length in the case just cited to show that no difference exists among 


the four rules. 


Finding 21. Nor is there basis for complaint in the sale made at defendant's 
plant by defendant’s agent on November 18, 1940, to Walter Theodore Vetter. 
Vetter’s deposition shows that he ordered “‘a case of Coke’’ (Dep. 4) and received 
a case of bottles of “‘Polar Cola and “Polar Kola’ (Dep. 5, 11). In view of the 


parties’ second stipulation in the case at bar, there is no evidence on which to 


make a finding that the word “Coke” ordinarily means “‘Coca-Cola.” 


Conclusion 3. There is no foundation for claiming that the sale of November 


18, 1940, involved unfair competition or infringement of a trade-mark. 


Finding 22. On another ground independent of the reasoning heretofore set 


forth, plaintiff fails to show any tortious conduct in defendant’s sales of bottles to 


retail stores which merely resell those bottles to ultimate consumers. 


Defend- 


ant’s ‘Polar Cola,” so long as it remains in the bottle, is unmistakably marked as 
defendant’s product by a distinctive fluted type of bottle, by an individualized form 


of label, by plain reference to the name of the manufacturer and by a name which 


at least when read is not susceptible of identification with ‘“‘Coca-Cola.”” Even a pur- 


chaser of a “Polar Cola” bottle who was not alert could not reasonably assume 


that defendant’s bottled goods came from plaintiff. 


Conclusion 4. So far as plaintiff's case rests on defendant’s sales to retail stores 


it fails on the ground that it comes within the rule that where the ordinary purchaser 
buying with ordinary caution would not take defendant’s goods as coming from 
the same source as plaintiff’s, plaintiff is not entitled to regard defendant as com- 
peting unfairly or infringing plaintiff's mark. McLean v. Fleming, 96 U. S. 245, 
251; Dwinell-Wright Co. v. National Fruit Product Co., 140 F. 2d 618, 622-623 
[34 T.-M. Rep. 128] (C. C. A. 1); Glenmore Distilleries Co. v. National Distillers 
Product Corp., 101 F. 2d 479 [29 T.-M. Rep. 305] (C. C. A. 4) ; Gilman v. Hunne- 
well, 122 Mass. 139, 148 last paragraph. Compare Am. L. Inst. Restatement, Torts, 


§ 728 comment (a), § 729. 


Conclusion 5. The mere fact that defendant derives benefit from the good will 
and the merchandising efforts of plaintiff does not entitle plaintiff to relief under 
principles of statutory trade-mark infringement or principles of unfair competi- 


tion embodied either in the non-statutory law of Massachusetts or in the non- 
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statutory law developed by federal courts. Triangle Publications v. New England 
Newspaper Pub. Co., 46 F. Supp. 198, 203 (D. Mass.) ; New Method Die v. Milton 
Bradley Co., 289 Mass. 277, 283. If no one is confused and no business is diverted 
from plaintiff, it is not tortious if defendant “reaps where it has not sown.” ( Plain- 
tiff’s Brief, 68). 

Finding 23. A more important aspect of this case is whether plaintiff may 
justifiably complain of defendant’s sales of the twenty-eight-ounce bottles of ‘‘Polar 
Cola” to bars, taverns, hotels and the like. These outlets are hereafter sometimes 
called by the general description “bars.” 

Finding 24. Prior to 1940 defendant had sold to the bar and tavern trade a 
small amount of ginger ale, but no cola type of drink. In July, 1940, Edward 
Rachins (one of the two principal shareholders and the president of defendant) 
proposed a new merchandising scheme to the officers of the Ben-Burk Company, 
distributors of various kinds of alcoholic drinks, including rum and whiskey. 
Rachins suggested that defendant and Ben-Burk should jointly offer to owners 
of bars an opportunity to buy a case of rum and get five cases of “‘Polar Cola” 
free (R. 445). At the time Rachins knew that it was the custom in the bar and 
tavern trade to mix drinks at the bar and not at the table, and that the customer 
ordinarily did not see the cola bottle used for mixed cola drinks. 

Finding 25. Pursuant to Rachins’ suggestion, Ben-Burk Company and de- 
fendant put the plan into effect. After Rachins had held a meeting of defendant’s 
salesmen to promote the plan (R. 450-451) defendant mailed to some 2200 bars in 
Boston a circular stating in part that ““The head bartender at the Beach Comber 
Club in Boston says: ‘My customers now drink more Cuba Libres [i.e., drinks 
mixed from rum and a cola type beverage (R. 446-447) ] because ‘‘Polar Cola’ is 
less sweet and makes a better Cuba Libre than other Colas’” (R. 473). As a re- 
sult of this and other solicitation, within two weeks 244 bars (including taverns, 
night clubs, hotels and like places where alcohol is drunk on the premises) became 
customers of defendant’s “Polar Cola” (R. 448). By 1945 the number grew to 300. 

Finding 26. At the time the solicitation was made (as well as at the time of 
the trial) these were the prices of various cola type drinks: 


Bottles Case Ounces Mills Per 
Name Per Case Price PerCase Ounce 
Gos Ci: a re nee ee ae eer 24- 6 oz. $ .80 144 555 
Ber TARCNEA Sabot Ss oan 24- 7 oz. .90 168 536 
NU IMOOIR in was 23.53 setiei erase 24- 7 oz. 75 168 446 
NEE ocd xiwaneccs 24-12 oz. 80 288 278 
PROMEGA 6065 see Sanaa ahs 24-12 oz. .80 288 278 
Br Aa ick s ees daatex chase 28-12 oz. .90 336 268 
Do cawegkivstowesvanas 12-28 oz. .90 336 268 
NOREEN i Said at SRO Kin tats 12-28 oz. .90 336 268 
RUDE 9 Sc Sescawcatecthaeee™ 12-32 oz. 1.00 384 260 
ar ai ele So Ss eek aaaen 12-28 oz. 85 336 253 
Poe ee CC .. | eae ere eg 12-28 oz. 80 336 238 
Sen Breese Cole «oi sccceccics 12-32 oz. .90 384 234 
Castle Rock Gola: scsiisss Sa085 12-32 oz. 80 384 208 
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Finding 27. Defendant furnished some of the bars with small bar cards (R. 
445) and small electric signs (R. 474-475). But the total expenditures amounted 
to only a few thousand dollars (R. 465-467) and there was no advertising after 
1941 (R. 525). On the whole, defendant did little to create with respect to “Polar 
Cola” favorable consumer attitude. 

Finding 28. January 23, 1941, counsel for plaintiff wrote defendant that in 
their opinion “Polar Kola” was an infringement of the trade-mark “Coca-Cola.” 
They did not specifically complain of substitution of “Polar Kola” for ‘Coca- 
Cola” in the bar and tavern trade. Defendant did not reply. 

Finding 29. February 6, 1942, Rachins addressed to defendant’s salesmen a 
memorandum (Ex. P) which informed the salesmen that investigators were calling 
on bottlers and fountain dispensers [not bars] and asking to be sold “Coca-Cola” 
or “Coke.’”’ The memorandum advised the salesmen that ‘The Cola you sell should 
only be sold under its own brand name and never as a substitute for any other 
product.” Nothing was said about cautioning bars not to sell “Polar Cola” as 
“Coca-Cola” or about not selling to bars where “Polar Cola” was substituted for 
“Coca-Cola” by the bartender. Rachins never received or sought from his sales- 
men any comment on this memorandum (R. 506). 

Finding 30. From 1943 through 1945 plaintiff undertook a systematic investi- 
gation of bars in the Greater Boston area to determine whether upon receiving 
specific orders for “Coca-Cola” bars were supplying defendant’s product (Ex- 
hibits 63-69). The investigators visited eighty-two separate establishments which 
they selected on the basis of reports that passing off was occurring there (R. 391). 
Of the eighty-two, forty-seven on one or more occasions served defendant’s product 
in response to specific orders for “Coca-Cola” (R. 395). In the remaining thirty-five 
establishments the bartenders responded to two hundred and one specific orders for 
“Coca-Cola” by serving “Royal Crown Cola” thirty-one times, “Castle Rock Bev- 
erages” twenty-eight times, “Pepsi-Cola” twenty-five times, “Coca-Cola” twenty- 
four times, and miscellaneous brands ninety-three times. 

Finding 31. In September, 1944, plaintiff’s counsel, Mr. Brock, and defendant's 
president, Mr. Rachins, met at the Copley Plaza Hotel in Boston. The conversa- 
tion covered a wide range. Counsel seems to have complained of (1) the similarity 
between defendant’s mark “Polar Cola” and plaintiff's mark “Coca-Cola”; (2) de- 
fendant’s sales of “Polar Cola” to retail stores and retail dealers; (3) defendant’s 
practice in supplying bars which served defendant’s product when customers placed 
a general order for “rum (or whiskey) and cola”; and (4) defendant’s practice in 
supplying bars which served defendant’s product when customers placed a specific 
order for “rum (or whiskey) and ‘Coca-Cola’” (R. 480, 522, 543). Plaintiff’s 
counsel did not place any special emphasis on the fourth point. He did not give 
the names or the number of any offending bars. He did not inform defendant of 
the details of the investigation of the eighty-two bars. He did not ask defendant to 
take any specific step to notify or caution bars against passing off. 

Finding 32. From this conversation Rachins justifiably concluded that plain- 
tiff was principally interested in having defendant stop using the name “Polar 
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Cola” or any other name with “Cola” in it. He did not have the impression plaintiff 
was primarily interested in having defendant stop selling certain unreliable bars 
defendant’s type of cola drink for fear that that bar would pass it off when a cus- 
tomer specifically ordered “Coca-Cola.” Having that justifiable view of plaintiff's 
complaint, defendant took no curative measures except that beginning in December, 
1944, defendant sold its product under the name ‘“Cubola.” At the same time 
defendant continued to use “Polar Cola” signs on some trucks and to fill any retail 
orders for “Polar Cola.” Defendant found that there was no reduction in the 
volume of its sales after the change (R. 482). 

Finding 33. From the foregoing facts, this Court finds these as ultimate facts: 

(a) When defendant began to sell its product to bars it knew that the bars were 
selling to customers mixed drinks consisting of a cola and either rum or whiskey. 

(b) Defendant at that time had no reason to know, and it is not satisfactorily 
proved by bartenders or others having expert knowledge that customers usually 
ordered such mixed drinks by naming the particular brand of cola desired (R. 486). 
Upon the evidence it appears that one group of customers would merely order a 
“Cuba Libre” or “rum (or whiskey) and cola (or coke),” and that another group 
of customers would specifically order ‘rum (or whiskey) and Coca-Cola.” The 
latter group was not shown to be large. The call for a cola by its brand name is 
probably less usual than the call for a whiskey or a rum by its brand name (R. 488- 
489). 

(c) At the time defendant began to sell its product to bars it had no evidence 
that when some bars received specific orders for alcohol and ‘‘Coca-Cola” they sub- 
stituted another type of cola. 

(d) Defendant did not at any time suggest to bars that they should make a 
substitution when they received a specific order (R. 452). However, defendant 
suggested that its product was less expensive than some competing products, in- 
cluding plaintiff's. 

(e) Defendant's sales talk, slogans and advertising campaign, its price policy, 
its form of packaging, the cola and flavor of its product, and its trade-name ‘Polar 
Cola” were designed to and did induce and encourage bars when they received a 
mere order for a “Cuba Libre” or for rum (or whiskey) and cola to serve rum (or 
whiskey) with defendant’s product. 

({) Defendant’s sales talk, slogans and advertising campaign, its price policy, 
its form of packaging, the color and flavor of its product, and its trade-name ** Polar 
Cola” were not designed to induce and did not encourage bars to make a substitution 
on a specific order for ‘‘Coca-Cola.”” Where the bartender wanted to make a sub- 
stitution, he could and did make it equally with any type of inexpensive cola drink 
no matter how named or packaged. The name “Polar Cola” did not facilitate the 
substitution, because so far as appears that name was never mentioned by barkeeper 
or customer. The packaging of ‘Polar Cola” was so obviously different from that 
of “Coca-Cola” that it did not aid a substitution. 

(g) Bars responded to defendant’s product chiefly because of its price dif- 
ferential and because of the shortage of “Coca-Cola.” There was nothing in the 
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bars’ response to indicate that they would use defendant’s product to fill customers’ 
specific “Coca-Cola” orders as distinguished from customers’ general Cola orders. 
A normal bottler would attribute the large response by bars to the low price of de- 
fendant’s product, the shortage of other colas, and the habit of most bar customers 
in ordering mixed cola drinks not to specify the desired brand of cola. 

(h) In purchasing defendant’s product the bars were not misled, but received 
exactly what they bargained for, without the slightest confusion as to the source 
of the goods. 

(1) In September, 1944, defendant learned from plaintiff’s counsel his advo- 
cate’s opinion, unsupported by specific citation, that when bars received specific 
orders for rum (or whiskey) and “*Coca-Cola,” bars frequently substituted defend- 
ant’s product. Plaintiff’s counsel did not inform defendant which bars and taverns 
made these substitutions. This was the first time defendant knew of any such sub- 
stitution on specific orders (R. 503). Defendant might have discovered some such 
substitutions earlier had it made a thorough investigation, but prior to September, 
1944, defendant had not in fact received from any source any intimation of the 
substitution of its product when customers placed specific “Coca-Cola” orders at the 
bars. 

(j) After the September, 1944, conference with plaintiff's counsel, defendant 
merely changed the package and name of its cola. It did not take up the issue of 
substitution with any of the bars or taverns to which it sold. It did not take addi- 
tional steps to notify or caution its salesmen. I continued to sell a cola drink to bars 
and taverns without inquiring whether that particular bar or tavern was passing 
off a substitute when the customer specifically ordered rum (or whiskey) and 
“Coca-Cola.” 

Finding 34. Upon these facts, the legal questions with respect to defendant’s 
sales to bars reduce themselves to these: 

(a) Was defendant under a duty not to sell its product to a bar for use by 
that bar in filling a customer’s general order for a “Cuba Libre” or a rum (or 
whiskey) and cola (or coke) ? 

(b) Before it had notice that some bars in filling a customer’s specific order 
for a rum (or whiskey) and “Coca-Cola” used a substitute cola, was defendant 
under a duty to investigate possible passing off, or to take steps to safeguard against 
such passing off, or to eliminate or curtail sales of its product ? 

(c) After it had notice that some unnamed bars in filling a customer’s order 
for a rum (or whiskey) and “Coca-Cola” used a substitute cola, was defendant 
under a duty to investigate such passing off, or to take steps to safeguard against 
such passing off, or to eliminate or curtail sales of its product? 

Conclusion 5. The answer to the first question is simple. On the evidence in 


this case there is no basis for finding that plaintiff has any trade-mark upon or any 
special right to the names of “Cuba Libre” (R. 447, 532) or “cola” (R. 16) or 
“coke” (Stipulation No. 2). So far as appears anyone has a right to make or 


sell products under those names. Customers who ask for them are not asking for 
plaintiff’s product. For them there cannot be confusion as to the source of the 
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goods. In short, defendant was free to sell its own cola to a bar for use by the bar 
in filling a customer’s general order for ‘““Cuba Libre” or “rum (or whiskey) and 
cola (or coke).” 

Finding 35. In answering the second question these are the dominant facts. 
There is on this record a failure to prove that many bar customers ordinarily place 
specific orders for “Coca-Cola,” that a reasonable person in the bottling business 
would have known or that this defendant did know that a very large number of 
customers did make such specific orders (R. 503, 544) or that a reasonable person 
in the bottling business would have known or that this defendant did know that 
upon receiving specific orders for “Coca-Cola” barkeepers would be more likely 
than the average man to substitute for “Coca-Cola” a cheaper product (R. 503). 
So far as appears, the great majority of customers in a bar who order a drink mixed 
of rum or whiskey and cola do not specify the brand of the rum or the whiskey or 
the cola. The percentage who specify the type cola is much lower than the small 
percentage of drinkers who specify the type rum or whiskey they desire. 

Finding 36. Even upon the view of the evidence most favorable to plaintiff, the 
testimony only shows that some customers do place specific orders for “rum (or 
whiskey) and Coca-Cola,” that the defendant knew it, and that any man of com- 
mon sense knows that in any line of business, including but not emphasizing the 
business of running bars and taverns, there are some unscrupulous persons who, 
when it is to their financial advantage to do so, will palm off on customers a different 
product from that ordered by the customer (Rachins, Dep. 27). 

Conclusion 6. Upon these facts defendant was not under a duty to investigate 
possible passing off by bartenders, or to take steps to safeguard against such pass- 
ing off, or to eliminate or curtail sales of its product. 

Conclusion 7. It is, of coourse, defendant’s duty to avoid intentionally induc- 
ing bars to market defendant’s products as products of plaintiff. Summerfield Co. 
v. Prime Furniture Co., 242 Mass. 149, 155. Am. L. Inst., Restatement, Torts § 713. 
It is also defendant’s duty to avoid knowingly aiding bars which purchase defend- 
ant’s products from marketing those products in such a manner as to infringe 
plaintiff's trade-mark. New England Awl Co. v. Marlborough Awl Co., 168 Mass. 
154, 155. Reid, Murdoch & Co. v. H. P. Coffee Co., 48 F. 2d 817, 819-820 [21 
T.-M. Rep. 172] (C. C. A. 8). Am. L. Inst., Restatement, Torts § 738, comment 
a, illustration 2. 

Conclusion 8. Under the principles just stated, it would have been a breach of 
duty if defendant’s salesmen had induced bars to buy defendant’s product for the 
stated or implied purpose of serving it when “Coca-Cola” was called for. It would 
also have been a breach of duty for defendant to have continued sales to bars with- 
out taking some precautionary measures if it had known or a normal bottler would 
have known that most bar customers specifically ordered ‘‘Coca-Cola” and that 
consequently a normal bottler would infer from defendant’s large volume of sales 
that many bars which bought defendant’s product were using defendant’s product 
as a substitute in the case of specific orders of “Coca-Cola” and were not merely 
using it as an ordinary cola when a customer placed a general order for a “Cuba 
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Libre” or a “rum (or whiskey) and cola.” Likewise, it would have been a breach 
of duty if defendant had krown that many bar customers specifically ordered 
“Coca-Cola” and had also known that some particular bars were in fact using de- 
fendant’s product as a substitute in the case of specific orders for “Coca-Cola.” 

Conclusion 9. But in the case at bar plaintiff seems to urge that defendant’s 
obligation goes further. Plaintiff appears to contend that once a defendant has 
knowledge that some customers of bars specifically order “rum (or whiskey) and 
‘Coca-Cola,’ and that there are in all probability some rogues in the bar business 
as in other businesses, the defendant has a duty either (a) not to sell to any bar a 
cola until defendant first creates for that cola a special consumer demand, or (b) 
at least not to sell a cola to a bar before defendant has particularly cautioned the 
bar to be scrupulous against substitution. The law does not go that far. Before 
he can himself be held as a wrongdoer or contributory infringer one who supplies 
another with the instruments by which that other commits a tort, must be shown 
to have knowledge that the other will or can reasonably be expected to commit a 
tort with the supplied instrument. Nugrape Co. of America v. Glazier, 22 F. 2d 
596, 597 (C. C. A. 4). The test is whether wrongdoing by the purchaser ‘might 
well have been anticipated by the defendant.” Reid Murdock & Co. v. H. P. 
Coffee Co., 48 F. 2d 817, 819 last two lines [21 T.-M. Rep. 172] (C. C. A. 8). 

Conclusion 10. There is no broader legal principle that always makes the de- 
fendant his brother’s or his customer’s keeper. Where the defendant markets a 
product, defendant’s accountability for his customer’s wrongful use of that product 
turns on the issue whether a reasonable person in the defendant’s position would 
realize either that he himself had created a situation which afforded a temptation 
to or an opportunity for wrong either by homme moyen sensuel or was dealing 
with a customer whom he should know would be peculiarly likely to use the de- 
fendant’s product wrongfully. Compare Am. L. Inst., Restatement, Torts, § 302, 
comment m. 

Conclusion 11. Prior to September, 1944, defendant had neither created nor 
knowingly taken advantage of a situation where bars served their customers de- 
fendant’s product in response to specific orders for plaintiff’s product. 

Conclusion 12. There remains the problem raised by the third question, that is, 
the duty of defendant after September, 1944. In solving that problem the general 
principles applicable are not different from those reviewed in answering the second 
question. That is, plaintiff would have established a case against defendant if in 
the fall of 1944 or at any other time prior to November 14, 1944 when this suit 
was brought plaintiff had given defendant either (a) credible information that 
would have led a normal bottler in defendant’s position to believe that so many bar 
customers specifically ordered “rum (or whiskey) and ‘Coca-Cola’” that in view 
of the volume of defendant’s sales many bars must necessarily be passing off de- 
fendant’s product as ‘‘Coca-Cola,”’ or (b) notice that particular named bars which 
defendant was continuing to supply were serving defendant’s product when plain- 
tiff’s product was specifically ordered. New England Awl Co. v. Marlborough Awl 
Co., 168 Mass. 154, 155. But the evidence shows no such proffer of information 
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that would persuade a reasonable man and no such notice by plaintiff. Plaintiff 
did not go beyond stating in a conversation of general scope that unnamed bars 
in unnamed quantities were serving defendant’s product when plaintiff’s was called 
for. This statement was not supported by specific examples and appeared to be 
lawyers’ argumentative talk. It was contrary to the information defendant had 
from other sources (R. 503) that were not inherently less reliable than statements 
from opposing counsel. Moreover, plaintiff’s counsel did not plainly state that he 
recognized a legal difference between situations where the bar customer placed a 
specific order for “rum (or whiskey) and cola” (Rachins, situations where the bar 
customer placed a general order for a “Cuba Libre” or a “rum (or whiskey) and 
cola” (Rachins, Dep. 27, R. 541-542). Indeed, I find that plaintiff never per- 
ceived that there a critical legal distinction existed between the two situations. 
[ Plaintiff’s Brief, p. 78(e).] Its objective in its communications was first, to get 
defendant to change the name “Polar Cola’ and second, indirectly to secure a 
monopoly on the whole of the business of selling any type of cola to bars that serve 
a mixed drink composed of any kind of alcohol and any kind of cola. 

Conclusion 13. Neither its registered federal and state trade-marks nor its 
common law rights under the Massachusetts or federal principles of unfair com- 
petition sustain plaintiff’s claim that after the September, 1944, conference de- 
fendant was under a duty to investigate passing off, or to take steps to safeguard 
against such passing off or to eliminate or curtail sale of its products. 

Conclusion 14. Nothing herein intimates any opinion on the question whether 
defendant after having its attention drawn in the course of the trial of this case to 
testimony that particular bars have served defendant’s product in response to cus- 
tomer’s orders for plaintift’s product, is now under a duty to minimize or eliminate 
the risk that those or other bars will engage in a further confusion of defendant's 
goods with plaintiff’s goods. 

Finding 37. There remains for consideration the issue whether in the light 
of all the circumstances defendant’s use of the brand names and trade-marks “Polar 
Cola” and “Polar Kolar” infringe plaintiff's common law and statutory rights in the 
mark ‘‘Coca-Cola.”’ 

Finding 38. In determining this issue these factors seem to me paramount. 

(a) The suffix “Cola” is now conceded to be a generic name for a type of soft 
drink (R. 16). The public is familiar with many different prefixes to the word 
“Cola’”’—for example, “Pepsi,” “Dixi” and “Royal Crown,” each of which has been 
held in other proceedings not to be an infringement of plaintiff’s rights. The Coca- 
Cola Company of Canada, Ltd. v. Pepsi-Cola Company of Canada, Ltd., [32 T.-M. 
Rep. 313] (Privy Council, 1942) ; Dixi-Cola Laboratories, Inc., et al. v. Coca-Cola 
Co., 117 F. 2d 352 [36 T.-M. Rep. 39] ; The Coca-Cola Co. v. Nehi Corp., Del. 36 
A. 2d 156 [34 T.-M. Rep. 136]. The existence of these rival prefixes is of signifi- 
cance inasmuch as “the question . . . whether . . . two names are so similar .. . 
that one is likely to be mistaken for the other by a careful buyer is to be deter- 


mined not merely by an inspection of the words, but by considering them in con- 
nection with other similar words in use in the same general field.” Thomas Kerfoot 
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& Co., Ltd. v. Louis K. Liggett Co., 67 F. 2d 214, 215 [23 T.-M. Rep. 455] 
(<4. AB. 


(b) When defendant chose the prefix “Polar” it selected a prefix not entirely 


new to its own business, for in connection with beverages other than colas defendant 
had used the trade-name “Polar Cub” and it had used the relevant symbol of a bear 
pictured against an arctic background. 

(c) Moreover, no even moderately attentive reader who saw the mark “Polar 
Cola” written or printed would confuse it with “Coca-Cola,” both because the 
initial letters are so different and because defendant's style of printing is so different 
from plaintiff’s (R. 5). 

(d) Where defendant’s product has been sold in bottles, there is no proof that 
consumers or others actually have been so confused as to suppose they were re- 
ceiving plaintiff's product. Nor is there any sound basis for assuming in the case 
of sales in bottles that consumers or others theoretically could be confused. The 
packaging and labeling of both plaintiff and defendant are distinctive. An in- 
spection of the bottles makes it clear that the public would distinguish them. The 
distinctions characteristic of plaintiff's bottle, including its shape, its size, and its 
impressed trade-mark are not simulated by defendant’s bottle. 

(e) Where defendant’s product has been sold at bars, whether or not as part 
of a mixed drink, I am not persuaded that consumers or other actually had been 
confused by the name “Polar Cola.” The bartenders and waiters who told plain- 
tiff’s investigators that they were confused (R. 5, 25, 31, 38, 42, 46, 62, 76 and 89) 
were, in my opinion, merely giving a false explanation for their own deliberate 
deception not attributable to defendants. And there is no adequate basis for as- 
suming a theoretical confusion on the basis of the name. It is possible that when 
a consumer orally ordered “Polar Cola” a bartender or waiter might understand the 
order to be “Coca-Cola” ; but it is unlikely that when a consumer ordered “Coca- 
Cola” a waiter acting in good faith would understand “Polar Cola.” The intro- 
ductory two “c’s” give sounds entirely different from the “p” and “c.” Thus there 
is virtually no risk that defendant’s product will be accidentally passed off to a cus- 
tomer who has ordered plaintiff’s products. There is no appreciable risk that plain- 
tiff’s product will be accidentally passed off to a customer who has ordered de- 
fendant’s product, and hence there is no danger that defendant will accidentally 
receive from consumers gustatory as distinguished from economic credit, for the 
peculiar qualities inherent in plaintiff's product. 

Conclusion 15. In the light of the foregoing considerations, defendant's use 
of the marks “Polar Cola” and “Polar Kola” does not infringe plaintiff's common 
law or statutory rights in the mark “Coca-Cola.” 

Decree dismissing complaint with costs. 
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THE COCA-COLA COMPANY v. DIXI-COLA LABORATORIES, INC., 
ET AL. 


Circuit Court of Appeals, Fourth Circuit 


February 4, 1946 


TRADE-MARKS—UNFAIR COMPETITION—PALMING OFF 
Plaintiff must prove that the defendant knew that retailers made a practice of palming off 
defendant’s goods for plaintiff's. However tenuous evidence would establish a prima facie 
case of fraud if practice of substituting defendant’s goods for plaintiff’s was general, for 
defendants could not shut eyes to facts which must have been known to them. 
UNFAIR COMPETITION—JURISDICTION OF CoURTS AND PRACTICE 
Court refuses punitive damages despite defendants wilful and fraudulent unfair competi- 
tion in palming off. Punitive damage can only be recovered where plaintiff can show proof 
of actual damages. This plaintiff has not done. 
UNFAIR COMPETITION—ACCOUNTING 
In absence of statute the function of a court of equity in the award of damages is confined 

to compensation and does not include the authority to award damages in the nature of a 

penalty. He who appeals to a court of equity for relief waives vindictive damages. 

Appeal from District Court for District of Maryland, Coleman, D. J.; 63 
U.S. P.Q. 55. 

Action by The Coca-Cola Company against Dixi-Cola Laboratories, Inc., Apola 
Extract & Syrup Corp., Robert W. Kruse, Constantine Grivakis, William H. Hen- 
nen, and Roy Gobrecht for trade-mark infringement and unfair competition. From 
decree for plaintiff on accounting, both parties appeal. Modified. 

See also 43 U. S. P. Q. 484: 45 U.S. P. Q. 300; 48 U. S. P. O. 164; 51 U.S. 
P. Q. 546; 59 U.S. P. QO. 47; 64 U. S. P. Q. 419; 65 U. S. P. Q. 46. 


John A. Sibley, Atlanta, Ga., and Hilary W. Gans, Baltimore, Md. (Edwin IV. 
Canada, Atlanta, Ga., on the brief) for The Coca-Cola Company. 

W. Hamilton Whiteford, Baltimore, Md., and Joseph S. Mead, Birmingham, Ala., 
for Dixi-Cola Laboratories, Inc., et al. 


Before Soper and Doster, Circuit Judges, and BarKspDALE, District Judge. 
Soper, C. J.: 


Upon the former appeal in this case, Dixi-Cola Laboratories, Inc. v. The Coca- 
Cola Co., 117 F. 2d 352 [31 T.-M. Rep. 39] our attention was directed mainly to 
the contention of the Coca-Cola Company that the names “Dixi-Cola,” “Marbert 
Cola” and “‘Marbert the Distinctive Cola” infringe the trade-mark “Coca-Cola” 
because the word “Cola” leads the public to believe that the defendants’ product 
originated with the Coca-Cola Company. This contention was opposed not only by 
the defendants but also by the manufacturers of other cola beverages who in one 
way or another cooperated with the defendants in presenting their appeal. We 
rejected the contention and held that the well established trade-mark of the Coca- 
Cola Company is not infringed by the mere use of names which include the suffix 
“cola,” especially since the evidence showed that the word has become a generic 
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term generally used in common by a number of manufacturers as part of their 
trade-names to indicate a kind or class of beverage. We held, however, that the 
evidence in the case justified the finding that the defendants’ product had been 
palmed off in soda fountains and bar rooms as “Coca-Cola” with the knowledge 
and approval of the defendants and therefore upheld the injunction issued by the 
District Court to prohibit such illegal action. 

When the case was remanded to the District Court, the interlocutory decree was 
modified and a special master was appointed to hear evidence and report what dam- 
ages the plaintiff had sustained and what profits the defendants had realized from 
their illegal actions. The report of the special master, as modified in some particu- 
lars by the District Judge, is now the subject of an appeal by the plaintiff and a 
cross appeal by the defendants. 

The appeal of the Coca-Cola Company presents the following questions: (1) 
The finding of the master that certain evidence offered by the plaintiff was insuff- 
cient to show that prior to 1942 certain distributors who bottled and sold defendants’ 
product were putting up the beverage in quart size bottles and selling them to 
taverns, which made a practice of substituting defendants’ product for ““Coca-Cola” 
when ordered by customers in mixed drinks. The plaintiff contended that the evi- 
dence showed that this practice was going on in such a way that the defendants 
had or should have had knowledge thereof. The special master held that the 
burden of proof was on the plaintiff to show that the defendants had knowledge 
of the substitution and that the evidence as to prevalence of practice before 1942 
was unsatisfactory; and the District Court affirmed the finding. The appellant 


contends that this holding was in error since the evidence was sufficient for the pur- 
pose and since the master placed too great a burden of proof on the plaintiff in 
holding that actual knowledge by the defendants of the substitution was required, 
whereas it was sufficient to show that the defendants by the exercise of reasonable 


care should have known of the illegal practice. Our examination convinces us that 
there was no error in this respect. The evidence offered was tenuous and it is plain 
from a reading of all that the master said on the point that he did not exaggerate 
the burden of proof. Indeed he said expressly that if the practice of substituting 
the defendants’ product for plaintiff’s in serving mixed drinks had been a general 
one before 1942, he would have held that a prima facie case of fraud had been made 
out since the defendants could not shut their eyes to facts which must have been 
known to them. 

(2) The plaintiff contends that the court and the master were wrong in not 
requiring an accounting generally for goods sold under the names of “Dixi-Cola” 
and “‘Marbert Cola,” and in not receiving evidence that after the passage of the 
interlocutory decree on March 5, 1940, the defendants made use of certain labels, 
bottle caps and advertising matter so similar in general effect to the corresponding 
instrumentalities of the Coca-Cola Company as to deceive the public and lead it 
to buy defendants’ product in the belief that it was “Coca-Cola.” After the ref- 
erence for an accounting the master ordered the defendants to produce yearly 
statements beginning with the first year in which the defendants’ products were 
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sold and showing the gross receipts from sales of products sold under various 
names. Included were products sold under names such as “Apola Cola,” which 
had been held by the District Court and by this court on appeal to infringe the 
plaintiff’s trade-mark ; and also included were products sold as “Dixi-Cola,” “ Mar- 
bert Cola” and “‘Marbert the Distinctive Cola,” held by this court not to infringe. 
The District Court [34 T.-M. Rep. 356] held on review of the interim report of 
the master that an account of the proceeds of sales under non-infringing names 
should not be required. We think that this holding was wrong. The decision of 
this court on the first appeal determined that the mere use of non-infringing names 
should not be enjoined but approved the injunction of the District Court insofar 
as it related to fraudulent or deceptive acts in the marketing of defendants’ goods 
under these names. The interlocutory decree was based in part upon findings of 
fact of the District Judge that the defendants had engaged in certain acts of unfair 
competition, in that they had induced and encouraged customers to pass off de- 
fendants’ products on calls for “Coca-Cola” and also that the distributors of de- 
fendants’ products, with the knowledge of defendants, had sold these products in 
containers which bore no trade-mark or other means of identification, and also in 
containers which bore the “Coca-Cola” name, and that defendants and other dis- 
tributors had sold defendants’ product in refilled containers painted with the dis- 
tinctive red color used by the plaintiff in distributing its product, and that said acts 
were committed by the defendants with the deliberate intent and purpose of appro- 
priating plaintiff’s good will. 

We think that under these holdings the plaintiff was entitled to further relief, 
if it should be found upon consideration of the evidence that the defendants de- 
rived profits from the acts of unfair competition in the use of deceptive materials. 
See Singer Mfg. Co. v. June Mfg. Co., 163 U. S. 169; Hiram Walker & Sons v. 
Grubman, S. D. N. Y., 222 F. 478; Worcester Brewing Corp. v. Rueter & Co., 1 
Cir.. 157 F. 217; Walter Baker & Co. v. Slack, 7 Cir., 130 F. 514; N. K. Fairbank 
Co. v. Windsor, W. D. N. Y., 118 F. 96; Williams v. Mitchell, 7 Cir., 106 F. 168: 
W.R. Lynn Shoe Co. v. The Auburn-Lynn Shoe Co., 100 Me. 461; 52 Am. Jur., 
Trade-Marks, Trade-Names and Trade-Practices, 147; 63 C. J., Trade-Marks, 
Trade-Names and Unfair Competition, 275 (2)(a). Moreover, we think that the 
evidence should not be confined to actions which occurred prior to the interlocutory 
decree on March 5, 1940. The plaintiff presented certain evidence to the master that 
after that date the defendants engaged in the use of labels, bottle caps and advertis- 
ing matter of a deceptive nature. The master rejected this evidence since he felt 
bound by the ruling of the District Court upon his interim report and this ruling 


was affirmed by the District Court when the final report of the master was consid- 
ered. It is generally held that in cases of this sort the plaintiff is entitled to recover 
for the period from the beginning of the fraudulent conduct to the date of the tak- 
ing of the testimony. G. & C. Merriam Co. v. Saalfield, 6 Cir., 198 F. 369. Such 
evidence indeed has been received in this case for the plaintiff was allowed to prove 
at the hearing before the special master not only that the defendants’ product was 
fraudulently substituted for “Coca-Cola” in sales to customers at soda fountains 
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with the knowledge and connivance of defendants prior to the date of the inter- 
locutory decree, but also that in the years 1942 and 1943 similar substitution was 
practiced in bar rooms in the service of mixed drinks to customers ; and upon this 
evidence the master calculated the profits on the illegal business which the defendants 
enjoyed and should account for.* 

We do not undertake to determine what weight should be given to the evidence 
as to profits earned by the defendants on their products sold under the non-infring- 
ing names or what weight should be given to the evidence that the defendants con- 
tinued to use deceptive material after the promulgation of the interlocutory decree. 
We hold merely that our prior decision was not intended to prohibit the reception 
of evidence on these points and that the weight to be given to it should be deter- 
mined by the District Court in connection with all the other evidence that has here- 
tofore been offered in the case. 

The Coca-Cola Company complains because the special master in a ruling ap- 
proved by the District Court refused to allow punitive damages despite the wilful 
and fraudulent conduct of the defendants in connection with the fountain trade. 
The master based his ruling primarily on the rule that punitive damages cannot be 
recovered without proof of actual loss. He pointed out that the plaintiff had not 
shown that its profits would have been increased or its losses diminished if it had 
made the sales which the defendants made. This conclusion is correct. The Federal 
Trade- Mark Statute, 15 U. S. C. A. § 99, empowers the court to increase the dam- 
ages suffered by plaintiff for infringement of a registered trade-mark to an amount 
not exceeding three times the amount of the damages sustained, but this provision 
is obviously applicable only when damages actually have been sustained. The same 
is also true with respect to the general power of a court of equity to award damages. 
In the absence of express statutory provision, a court of equity is without power to 
assess exemplary or punitive damages. The provision of Rule 2 of the Federal 
Rules of Civil Procedure that there shall be one form of action does not alter this 
situation for its does not abolish the distinction between law and equity in the fed- 
eral court. See Sedgwick on Damages, 9 Ed. § 371; United States v. Bernard, 
9 Cir., 202 F. 728, 732; Schloss v. Silverman, 172 Md. 632, 642; 25 C. J. S. § 117, 
p. 705, and § 118, p. 713; Bellavance v. Plastic-Kraft Novelty Co., D. C., D. Mass., 
30 F. Supp. 37; Grauman v. City Company of New York, D. C., S. D. N. Y., 31 
F. Supp. 172; Fitzpatrick v. Sun Life Assur. Co., 1 F. R. D. 713; Monks v. Hurley, 
D. C., D. Mass., 45 F. Supp. 724; Restatement of the Law of Torts, § 745, Com- 
ment (e) and (f). Cf. Aladdin Mfg. Co. v. Mantle Lamp Co. of America, 7 Cir., 





* By the decree of the District Court it was adjudged that the plaintiff was entitled to profits 
realized by the defendants on sale of their products as follows: 


Sale of Marbert Cola, 1937 to 1940, to fountains ................ $3,074.71 
Sale of Marbert Cola, 1937 to 1940, to distributors .............. 4.21 
SSI OF Gr CON, NIE WO SEE. ci nico ahd waste daddies deere sagan 4.74 
Sale ce Asin Came T9560 to ISGP 5c sciitecd hate ecnabeee Ranks 624.49 
Sale of Marbert Cola to bottlers, 1943 «<2... 0. cccccccccccccces 617.92 


Sale of Kola 


No damages were found to have been sustained by the plaintiff. 
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116 F. 2d 708 [31 T.-M. Rep. 366] ; Wawak & Co. v. Kaiser, 7 Cir., 129 F. 2d 66. 

4. The Coca-Cola Company also contends that the court was in error in re- 
fusing it permission to file a bill for a supplemental injunction based upon facts 
which have occurred since the date of the interlocutory decree and entitle the plain- 
tiff to further relief. The plaintiff alleged that since October 10, 1944, its investiga- 
tors have visited one hundred and six bars and taverns in five cities of the United 
States, in which the defendants’ products are sold, and purchased beverages in five 
hundred and forty-six instances, and that in seventy-four per cent thereof the 
dealers served defendants’ product in glasses and not in a bottle and in most in- 
stances filled the glass from the bottle in such a manner that the purchaser could 
not recognize the distinguishing label. The plaintiff also alleged that since the 
interlocutory decree the defendants have continued to use the characteristic color 
scheme long associated with the advertising of ‘‘Coca-Cola” and hence are violating 
the injunction contained in the interlocutory decree and are encouraging and in- 
ducing the palming off of their beverage for ‘“Coca-Cola.”’ The defendants have 
discontinued the sale of their product to soda fountains, where fraudulent sub- 
stitution took place ; but the plaintiff seeks the opportunity under its supplemental 
bill to prove that defendants now make sale of their product in much larger quanti- 
ties to bars and taverns where the same deceptive and fraudulent practices are used. 
The plaintiff therefore seeks to broaden the scope of the injunction contained in the 
interlocutory decree so as to enjoin these practices. 

The District Court refused the supplemental bill on the ground that the prac- 
tices therein referred to were already covered by § 6(f) of the interlocutory decree 
which enjoined the defendants from giving to any part of their merchandise, not 
sold by them or their distributors in bottles to the consumers, a color resembling 
“Coca-Cola” if or when defendants know or in the exercise of reasonable care 
should know that the purchaser intends to dispense the product to the consumer 
other than in bottles. In order to make this injunction doubly clear the court added 
the words “including dispensing to customers of soda fountains, taverns, restaurants 
or bar rooms in response to filling orders from any such customers for plaintiff's 
product including orders for use of same as one of the ingredients of a mixed bev- 
erage.” 

It appears to us that if the plaintiff is given the opportunity to present evidence 
of illegal acts of infringement or unfair competition up to the time of the hearing 
before the special master or the District Court, it will be enabled to obtain all the 
relief to which it is entitled, and that it is immaterial whether the evidence is re- 
ceived in the present proceeding or under a supplemental bill. We, therefore, hold 
on this branch of the case that the District Court should determine which pro- 
cedure will best serve the interests of justice, so long as the plaintiff is given the 
opportunity to present evidence relative to acts of infringement or unfair com- 
petition committed by the defendants. 


5. The plaintiff complains of the denial by the master of punitive damages not- 
withstanding the master’s finding that the wilful and fraudulent conduct of the de- 
fendants would have justified an allowance thereof in an action of law. The master 
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held that such damages are not recoverable in equity. He pointed out that under 
the federal statutes, 15 U.S. C. A. §§ 96, 99, the power to allow treble damages is 
based on the finding of actual damages which are lacking here; and he declined 
to follow the decisions in Aladdin Mfg. Co. v. Mantle Lamp Co. of America, 7 Cir., 
116 F. 2d 708 [31 T.-M. Rep. 366] ; and Wawak & Co. v. Kaiser, 7 Cir., 129 F. 
2d 66. Moreover, he showed that the distinction between law and equity in the 
federal courts is not abolished by Rule 2 of the Federal Rules of Civil Procedure. 
We find no error in these conclusions. 

In the absence of statute the function of a court of equity in the award of dam- 
ages is confined to compensation and does not include the authority to award dam- 
ages in the nature of a penalty; and hence one who appeals to a court of equity 
for relief waives vindictive damages.* We find nothing in the decisions in Mary- 
land, where the distinction between law and equity is preserved, at variance with the 
traditional view. It is taken for granted in the only Maryland case that has come 
to our attention where the point is mentioned. Jacob Carmel, et al. v. Jos. Lip- 
nick, et al., 3 Balto. City Reports, 475. 


Cross Appeal of Dixi-Cola Laboratories, Inc., et al. 


1. On the cross appeal the principal question is raised by the contention of 
the defendants that they should not have been enjoined from giving to their prod- 
uct the dark brown color characteristic of cola beverages when defendants knew, 
or by the exercise of reasonable care should have known, that the beverage would 
be sold to the consumer other than in bottles. Section 6 (f) of the interlocutory 
decree prohibited the defendants from giving to their product a color resembling 
the color of the plaintiff's product under such circumstances, and we affirmed this 
portion of the decree on the ground that the imitation of the color of ‘‘Coca-Cola” 
on the part of the defendants formed part of their scheme of unfair competition. 
We are now asked to reconsider this decision for reasons that may be summarized 
as follows: There are many cola drinks and all of them, without exception, are 
given the same artificial dark reddish brown color by the use of caramel and since 
the public has become accustomed to this appearance, a cola drink of a different 
color would not be salable. The color of the drink, therefore, is functional and 
since it is not clothed with a special significance identifying the plaintiff’s goods 
from all others, it may be fully used by all makers of cola drinks. See Restatement 


Torts, §§ 741 and 742. 








* See, United States v. Bernard, 9 Cir., 202 F. 728; Hennessy v. Wilmerding-Loewe Co., 
C. C., N. D., Calif., 103 F. 90; Taylor v. Ford Motor Co., D. C., Ill., 2 F. 2d 473; Moore v. 
Carr, 224 Ala. 275; Littlejohn v. Grand I. B. of Locomotive Engineers, 92 Colo. 275; Winthrop 
Chemical Co. v. Blackman, 288 N. Y. S. 389; Mid-Continent Petroleum Corp. v. Bettis, 180 
Okla. 193; Bird v. Wilmington & M. R. Co., 8 Rich. Eq. 46 (S. C.); Sanders v. Anderson, 
10 Rich. Eq. 232; Bush v. Gaffney, 84 S. W. 2d 759 (Tex.); Whiting v. Adams, 66 Vt. 697; 
Given v. United Fuel Gas Co., 84 W. Va. 301; Karns v. Allen, 135 Wisc. 48; 25 C. J. S., Dam- 
ages, 117, p. 709; 15 Am. Jur., Damages, 268, p. 704; 15 Ann. Cas. 547; 28 Am. St. Rep. 874; 
Sedgwick on Damages, 9th Ed., 371; Cf. Union Oil Co. of California v. Reconstruction Oil Co., 
20 Cal. App. 2d 170; South Penn Oil Co. v. Stone, 57 S. W. 374 (Tenn.) ; Lichter v. Fulcher, 
22 Tenn. App. 670; Nashville Union Stockyards, Inc. v. Grissim, 13 Tenn. App. 115; Oliver v. 
Chapman, 15 Tex. 400; Western Cottage Piano & Organ Co., 97 Tex. 432; Ibid., 45 Tex. Cir. 
App. 513; Mossop v. Zapp, 189 S. W. 979 (Tex. Civ. App.). 
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The defendants assert that in obedience to the injunction contained in the inter- 
locutory decree, they have discontinued all sales to bottlers who sold to soda foun- 
tains, and that in addition they have taken all reasonable steps to put an end to all 
improper use of the beverage. To this end they employed an agent to investigate 
the conditions in the tavern trade and to warn bottlers who served the trade and 
tavern keepers themselves to abstain from all palming off. The investigator found 
that cola beverages were purchased by taverns in quart size bottles from which con- 
sumers were served who asked for mixed drinks under the name of “rum and coke” 
and that in twenty-five per cent of such cases the cola drink served was not ‘‘Coca- 
Cola” but the product of defendants or of some other cola producer. The report 
of this investigator presented in evidence covered the activities of two hundred and 
fifty bottlers. The plaintiff selected only seventeen of the two hundred and fifty 
and sought to recover the profits derived by the defendants from the sales of their 
product to the seventeen bottlers to the extent that it was resold by the bottlers to 
taverns in large bottles intended for use in preparing mixed drinks. The master 
found liability in the case of only seven bottlers and estimated aggregate profits in 
the sum of $617.92. There was no evidence that the defendants induced or en- 
couraged any of the seventeen bottlers to recommend to their tavern customers 
that the defendants’ product be substituted for the plaintiff's, or that any of the 
seventeen bottlers encouraged or induced their tavern customers to do so, although 
many of them either knew or suspected that defendants’ product was being served 
in mixed drinks in taverns on calls for rum coke. It is urged that the evidence of 
improper conduct on the part of tavern keepers is negligible and that in any event 
the defendants had no knowledge thereof prior to the investigation and made earnest 
efforts to eliminate all such improper practices, in addition to cutting off the sales of 
their goods to soda fountains altogether. Under these circumstances it is contended 
that the District Court was no longer justified in enjoining the defendants from 
using the distinctive cola color in the manufacture of their product except under 
the conditions specified in the interlocutory decree. 

In our view, the right of the court to restrict the use of color in the beverage 
depends upon the presence of the element of fraud. It cannot be said that manu- 
facturers of cola drinks are prohibited from the use of the characteristic color in the 
absence of fraudulent conduct on their part; but if a manufacturer has been found 
guilty of taking advantage of the similarity in taste and color, and has engaged in 
acts of unfair competition by encouraging the substitution of its product for that 


of another, the court is justified in enjoining the imitation unless means are adopted 


to prevent deception, such as the provision in this case that the beverage be dis- 
pensed to the consumer in bottles which will indicate its origin. See Coca-Cola Co. 
v. Gay-Ola Co., 6 Cir., 200 F. 720, 211 F. 942; Warner & Co. v. Lilly & Co., 265 
U.S. 526. 

Under some circumstances, less drastic provision may be sufficient, as was found 
to be the case in Warner & Co. v. Lilly & Co., 265 U. S. 526, where the use of 
chocolate color in connection with a quinine preparation was not enjoined not- 
withstanding acts of unfair competition, because the court found that deception 
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might be avoided by the use of labels clearly distinguishing the competing products. 
In the pending case, however, the District Court by its interlocutory decree found 
that the defendants were guilty of deliberate fraud and considered that the color 
injunction was necessary to safeguard the plaintiff’s rights, and this holding was 


affirmed by this court on appeal. We find no occasion to depart from that ruling 
now. 


2. In the next place the defendants contend that it was error for the master to 


allow the plaintiff the sum of $617.92 for the profits derived by the defendants 
from the sale of their goods to the seven bottlers above described. The master held 
that the defendants could not escape liability for this sum even though their agents 
sought to eradicate the evil practices of the tavern keepers unless the defendants 
received such assurance that their product would be sold properly as an honest 
man would reasonably require ; and he held that the defendants were guilty of un- 
fair competition because they sold their product to bottlers who, to the knowledge 
of the defendants, resold the same to the tavern keepers who intended to palm off 
the product for the goods of the plaintiff. 

The defendants say that the rule laid down by the master is applicable only to 
situations where a manufacturer prepares his goods deceitfully, as by simulating 
the packages or labels of his competitor, so that the purchaser is misled; but that 
when the manufacturer properly distinguished his goods from others, he is not 
liable for the tricky conduct of dealers remote from him which he does not aid or 
encourage and of which he has no knowledge. Decisions bearing on situations of 
this kind may be found in A. G. Morse Co. v. Walter M. Lowney Co., D. C., N. D., 
Ill., 256 F. 935; Coats v. Merrick Thread Co., 149 U. S. 562; Kellogg Co. v. Na- 
tional Biscuit Co., 305 U. S. 111; Warner & Co. v. Lilly & Co., 265 U.S. 526; 
Rathbone, Sard & Co. v. Champion Steel Range Co., 6 Cir., 189 F. 26; Royal Bak- 
ing Powder Co. v. Royal, 6 Cir., 122 F. 337; M. Werk Co. v. Grosberg, 6 Cir., 250 
F. 968; Cf. Philadelphia Dairy Products v. Quaker City Ice Cream, 306 Pa. 164. 

The determination of the rights and liabilities of competing manufacturers un- 
der such circumstances obviously involves a finding of the facts and the reasonable 
inferences to be drawn therefrom; and liability may be based upon the failure of 
the manufacturer to exercise due care to distinguish his product from that of his 
competitor or upon aid and encouragement given by him to dealers engaged in illicit 
substitution, or upon his actual intent to defraud, or persistence in a course of con- 
duct which enables dealers to engage in fraudulent passing off. Whether in a case 
free from fraud on the part of the manufacturer responsibility for such fraudulent 
acts as were performed by the tavern keepers in this case should rest upon the 
manufacturer or be confined to the dealers we need not decide, for that case is not 
before us. It is sufficient here to point out that the defendants have enabled the 
dealers to engage in fraudulent substitution by violating the injunction decree in that 
they gave to their goods the distinctive color when they knew or should have known 


that the purchasers intended to dispose of them to the customers other than in 
bottles. The conclusions of the master and the District Court on this phase of the 
case may be upheld on this ground. 
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3. The defendants, without expressing an opinion on the subject, offer the 
speculation as to whether the law of Maryland or the law of the several states in 
which the acts of unfair competition took place should govern the court in deciding 
the liability of the defendants and the measure of damages in each instance. The 
case before us in its present aspect is one of unfair competition and jurisdiction 
rests on diversity of citizenship. The law to be applied is the law of Maryland, Erie 
R. Co. v. Tompkins, 304 U. S. 64, including the conflict of laws rule prevailing in 
the state, Klaxon Co. v. Stentor Elec. Mfg. Co., 313 U. S. 487; that is to say, we 
should apply the law of Maryland or the laws of the states where the wrongdoing 
occurred just as a Maryland court would do if the case were before it.* 

In cases concerning wrongful deaths, the Maryland court has refused to allow 
recovery under the wrongful death statute of a foreign state where the death oc- 
curred if the statute of such state is dissimilar to that of Maryland. See, Ash v. 
Baltimore & O. R. Co., 72 Md. 144; London Guarantee & Accident Co. v. Balgowan 
Steamship Co., 161 Md. 145; Davis v. Ruzicka, 170 Md. 112. 

In the trial below the master accepted the defendants’ contention that the Mary- 
land law should be applied in determining the amount of plaintiff’s recovery, and it 
is not now suggested that this was error on his part. It is said, however, that under 
the Maryland rule recovery should have been limited to profits from such sales as 
the evidence shows the plaintiff would have made but for the sales of the defendants, 
and that the master did not follow this rule. 

The only case cited in support of the argument is that of the Circuit Court No. 
2 of Baltimore City in Jacob Carmel, et al. v. Jos. Lipnick, et al., 3 Balto. City 
Reports, 475. The court in that case, without stating the rule prevailing in Mary- 
land, held that under the circumstances before it recovery should be limited to the 
profits lost by the plaintiff. We agree with the master’s view that this decision 
should not be accepted as showing that Maryland departs from the general rule 
that a plaintiff in an unfair competition case may recover the defendant’s profits 
even in the absence of evidence of actual loss or damage. Singer Mfg. Co. v. June 
Mfg. Co., 163 U. S. 169; 52 Am. Jur., Trade-Marks, Trade-Names and Trade 
Practices, § 147 ; 63 C. J., Trade-Marks, Trade-Names and Unfair Competition, 275. 

4. The master allowed the plaintiff the sum of $250 for profits realized by the 
defendants from the sale of their products under the name or trade-mark “Kola.” 
The amount allowed was based on a stipulation of facts by the parties which was 
received subject to the defendants’ objection as to its admissibility. The right to re- 
cover for the use of the term was based on the decree of the District Court as modi- 
fied by this court on appeal. The decree of the District Court enjoined the de- 
fendants from using as the name of their beverage or concentrate or syrup for mak- 
ing the beverage the terms “Coca-Cola,” “Marbert Cola,” “Marbert the Distinctive 
Cola,” “‘Dixi-Cola,” “Apola Cola,” “Lola Kola,” “Cola” or “Kola” or any other 








* We have found no Maryland case expressly stating the Maryland law on this point. How- 
ever, the Maryland court has in a number of instances allowed recovery under Maryland law 
for a tort which occurred outside of the state without stating whether the law of the place of 
injury is the same as or different from the Maryland law. See Young v. Mertens, 27 Md. 114; 
Baltimore & O. R. Co. v. Davis, 152 Md. 427; Miller v. Miller, 165 Md. 425. 
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name which includes either the word “Cola” or “Coca.” We affirmed this portion 
of the decree except insofar as it adjudicated an infringement by the use of the 
names ‘*Marbert Cola,” “Marbert the Distinctive Cola” and “Dixi-Cola,” and ex- 
cept insofar as it prohibited the use of any name which includes the word “Cola” 
or from supplying the products on calls for “Cola” or from committing any acts 
calculated to cause its product to be known as “Cola.” 

It was the intention of this court by this holding to exempt from the injunction 
the words “Kola” and “Cola,” because as the opinion shows the word “Cola” has 
become a generic term and has been in use in common for a long time by manu- 
facturers as part of the particular name of their products; and we stated (117 F. 
2d 359 [31 T.-M. Rep. 39]) that no case had come to our attention which holds 
that the word “Cola” cannot be used as part of a name of a beverage provided that 
the whole name is not confusingly similar to “Coca-Cola.” 

The District Court, however, interpreted our decision as not exempting the 
word “Kola” or “Cola” from the terms of the injunction and therefore the allow- 
ance of the $250 above described was included in the final decree now under con- 
sideration. It may well be that in reviewing the original decree our conclusions on 
this point are not stated with sufficient clarity, but the mistake must be corrected 
at this time and the recovery of $250 included in the decree must be reversed. 

Affirmed in Part; Reserved in Part; Remanded for Further Proceedings. 


THE SEVEN-UP COMPANY v. CHEER UP SALES COMPANY OF 
ST. LOUIS, MISSOURI, Et At. 


Circuit Court of Appeals, Eighth Circuit 
February 4, 1946 


TRADE-MARKS—APPEALS TO CiRCUIT CouRTS OF APPEALS 
The allowance by an appellate court of a petition for permission to file a bill of review 
in the trial court is addressed to the sound judicial discretion of the court and should be 
exercised cautiously and sparingly and only in cases where it is clearly demonstrated that the 
interests of justice will undoubtedly be served thereby. 
BILL OF REVIEW 
Bill of review can be sustained for: 
(1) Error of law apparent upon the face of the record, exclusive of the evidence; 
(2) New matter which has arisen since the decree; 
(3) Fraud in procuring the decree; 
(4) Newly discovered evidence which could not have been found and produced by the use of 
reasonable diligence before the decree was rendered. 


Appeal from District Court for Eastern District of Missouri, Moore, D. J. 

Action by The Seven-Up Company against Cheer Up Sales Company of St. 
Louis, Missouri, American Soda Water Company, and Orange Smile Sirup Com- 
pany for trade-mark infringement, unfair competition, and cancellation of trade- 
mark registration. From judgment for defendants, plaintiff appealed. Affirmed 
at 65 U.S. P. Q. 237. On petition for leave to file bill of review. Petition denied. 
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John H. Cassidy (Frank Gladney and Jones, Hocker, Gladney & Grand on the 
brief), all of St. Louis, Mo., for appellant-petitioner. 
Oliver T. Remmers, St. Louis, Mo., for appellees-respondents. 


Before GARDNER, THOMAS and JOHNSEN, Circuit Judges. 
Tuomas, C, J.: 


On October 2, 1942, the petitioner filed its bill of complaint in the Eastern Dis- 
trict of Missouri seeking a decree under the Trade-Mark Laws of the United States, 
15 U.S. C. A. §§ 81, et seq., to enjoin infringement of its registered trade-marks 
“Seven-Up” and “7 Up” and unfair competition and for other relief. The ac- 
cused trade-mark of the respondents is “Cheer Up.” Both parties use their trade- 
marks on packages and bottles containing soft drinks. The case was tried in the 
district court in January, 1944, and a decree dismissing the bill was entered in July, 
1944. Upon appeal to this court the decree was affirmed (148 F. 2d 909 [35 T.-M. 
Rep. 174]) in April, 1945, and certiorari was denied by the Supreme Court on 
October 8, 1945. — U. S. —, 90 L. ed., Adv. Opinions, 38. 

The petitioner has now filed and submitted in this court its petition for leave 
to file a bill of review in the district court, for permission to supplement its original 


complaint therein and to introduce evidence in support thereof. A copy of the 


proposed petition for review and supplement to the complaint are annexed to the 
petition filed in this court. The gist of the proposed supplement to the complaint 
is the allegation that “ Defendants’ dealers have been and are substituting defendants’ 
goods for those of plaintiff, and will continue to do so unless defendants are re- 
strained from using the trade-mark ‘Cheer Up,’ and from using its bottle or pack- 
age deceptively similar to plaintiff's package.” 

Also annexed to the petition is the affidavit of petitioner’s counsel stating that 
prior to the filing of the original complaint in the district court plaintiff had no sub- 
stantial information that dealers selling defendants’ product “Cheer Up” to the 
public were actively palming it off or substituting it for the goods of plaintiff. Hav- 
ing decided after the decision of this court was filed to make an investigation to de- 
termine whether such substitution was actually practiced, a firm in New York 
regularly engaged in conducting patent and trade-mark investigations was employed 
to visit lists of places furnished by affiant and believed or surmised to be dealers 
handling defendants’ goods and to ask for “7 Up” and to observe and report the 
results. 

The evidence which petitioner proposes to introduce in the district court to sup- 
port the bill of review and the amended bill of complaint consists of the reports of 
the investigators so employed to visit respondents’ customers. The reports sum- 
marized in counsel’s affidavit cover visits to dealers in cities in the states of New 
York, New Jersey, Pennsylvania, Ohio and Missouri. 

Respondents have filed a brief in opposition to the petition for leave to file a 
bill of review to which are annexed affidavits of agents sent to interview many of 
the dealers in soft drinks named in the reports of petitioner’s investigators. These 
affidavits disclose that in some cases the dealers interviewed by respondents’ agents 





SEVEN-UP CO. v. CHEER UP SALES CO. 95 


did not handle “Cheer Up”; in others that they never substituted “Cheer Up” for 
an order for some other brand of soft drink without first explaining to the customer 
what brands of sodas they handled and the customer conformed the order to the 
available brand. 

Having fully considered the petition and the affidavits and arguments in support 
thereof we have reached the conclusion that the request to file a bill for review is 
wanting in merit and should be denied. The rules controlling our decision are not 
in any serious dispute. The law has been reviewed by this court in three com- 
paratively recent decisions: Obear-Nester Glass Co. v. Hartford Empire Co., 8 Cir., 
61 F. 2d 31 [14 U. S. P. Q. 227] ; Hagerott v. Adams, 8 Cir., 61 F. 2d 35, cert. den. 
288 U. S. 599; and Hagerott v. Adams, 8 Cir., 70 F. 2d 352. Insofar as material 
these cases and the authorities cited and relied upon therein hold that : 

a. The allowance by an appellate court of a petition for permission to file a 
bill of review in the trial court is addressed to the sound judicial discretion of the 
court and should be exercised cautiously and sparingly and only in cases where it is 
clearly demonstrated that the interests of justice will undoubtedly be served thereby. 

b. There are but three, or at most four, grounds upon which a bill of review 
can be sustained: (1) For error of law apparent upon the face of the record, exclu- 
sive of the evidence ; (2) new matter which has arisen since the decree; (3) fraud 
in procuring the decree; and (4) newly discovered evidence which could not have 
been found and produced by the use of reasonable diligence before the decree was 
rendered. ’ 

In the present case neither error of law nor fraud in procuring the decree is al- 
leged. Reliance is placed entirely upon equivocal evidence of palming off defend- 
ants’ goods for plaintiff’s reported by the professional investigators employed after 
the decision of this court to visit dealers in “Cheer Up.” The exercise of reasonable 
diligence would have suggested an investigation of the facts prior to the trial. But 
had the evidence now available been discovered and offered upon the trial it would 
not have affected the result. The law governing the issues as stated by this court in 
its opinion on appeal, 148 F. 2d, page 911 [35 T.-M. Rep. 174], is that when “no 
evidence of actual instances of confusion in the purchase of goods is introduced, the 
test of deceptive similarity is whether ordinary purchasers, buying under usual con- 
ditions in the trade and exercising ordinary care, would likely be induced to pur- 
chase the article to which the accused trade-mark is affixed, believing it to be the 
plaintiff’s article.” The testimony sought to be introduced shows no confusion in 
the purchase of goods by ordinary purchasers exercising ordinary care. The pro- 
fessional investigators employed by the petitioner were not ordinary purchasers 
and they were not deceived. Their reports are disputed. Nothing in the petition 
nor in the affidavits attached would, if presented to the trial court, warrant the 
granting of a new trial or a rehearing. 

The petition for leave to file a bill of review and to supplement the bill of com- 
plaint in the district court is accordingly denied. 
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SCOLDING LOCKS CORPORATION y. PLATE, poING BUSINESS AS 
CURLY LOX PRODUCTS 


District Court, E. D. Michigan, S. Div. 
March 2, 1946 


TRADE-MarkKs—“Curty Lox” anp “Scotptnc Locks” or “Scotpy Lox” NoN-cONFLICTING 
Marks. “Curty” anp “ScoLpiInc” or “Scotpy” NON-CONFLICTING MARKS 
Injunction—Court will not enjoin plaintiff from prosecuting or threatening to prosecute 
against defendant, his agents, vendee and others in priority with him for trade-mark in- 
fringement or unfair competition, which in the instant case court holds not to exist, since 
there is nothing to indicate that plaintiff will not abide by Court's final decision. Action for 
trade-mark infringement and unfair competition. Complaint dismissed. 


Young, Young and Wright, Milwaukee, Wis. (Barnes, Kisselle, Laughlin & Raisch, 
Detroit, Mich., of counsel) for plaintiff. 

Clarence B. Zewadski and Whittemore, Hulbert & Belknap, both of Detroit, Mich., 
for defendant. 


LEDERLE, D. J.: 
Findings of Fact 


1. Plaintiff, a Wisconsin corporation, and its predecessors in title have for 
many years been engaged in the manufacture and sale of hairpins and a modern 
variation called “Bob Pins.” Defendant, doing business as Curly Lox Products, is 
a citizen of Michigan and a resident of this district. For many years he has been 
engaged in the manufacture and sale of non-electrical hair curlers and other products 
used in the ladies hairdressing art under the assumed name of Curly Lox Products. 

2. The products of both parties have been widely advertised and sold through- 
out the United States. 

3. Prior to June 6, 1933, the defendant commenced the sale of non-electrical 
curlers under the trade-mark ‘Curly Lox,” and on that date registered the trade- 
mark in the Patent Office under Class 40 for “Fancy Goods, Furnishings and No- 
tions.”” The defendant has continuously used the trade-mark “Curly Lox” since 
1933, and early in 1943, when he started to manufacture and sell hair snaps, he used 
this trade-mark in connection therewith. On February 20, 1945, he again registered 
the trade-mark in Class 40 for specific use in connection with such products. 

4. On or about September 20, 1934, plaintiff adopted the trade-mark “Scoldy 
Lox” for hair pins and bob pins sold by it but never applied for Federal trade- 
mark registration thereof. Plaintiff's predecessor in title obtained the registration 
for “Scolding Locks” for hair pins on December 3, 1918, and on January 9, 1940, 
the registration was renewed under date of December 3, 1938. It did not oppose the 
issuance of either of the Federal registrations for defendant’s “Curly Lox”’ trade- 
mark and the Patent Office did not cite the trade-mark registration for “Scolding 
Locks” against either of defendant’s trade-mark applications for “Curly Lox.” 
Plaintiff has not instituted cancellation proceedings against either of the defendant’s 
Federal registrations for “Curly Lox” because of any alleged similarity between 
“Curly Lox” and “Scolding Lox” or “Scoldy Lox.” 
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5. The goods marketed under the respective trade-marks of the parties are 
all of the same descriptive properties and are sold through the same channels and 
to the same or similar customers. The hair snaps and hair bows marketed by the 
defendant under the trade-mark “Curly Lox” since 1943 are used for the same 
purposes as hair pins and bob pins. There is no evidence that any purchaser was 
actually misled by the alleged similarity between the trade-marks “Curly Lox” and 
“Scolding Lox.” Neither of the parties’ trade-marks are attached directly to the 
product but are upon the display cards upon which the products are mounted and 
displayed for sale. The display cards of the plaintiff and the defendant received 
in evidence are all so dissimilar that no confusion could possibly arise from this 
source. There is no evidence that the defendant ever attempted to copy the dress of 
any of these display cards, or any of the plaintiff's advertising, either as to style, 
color, shape, size or in any other particular. 

6. Unless the trade-marks themselves, that is “Scolding Locks,” “Scoldy Lox” 
and “Curly Lox,” can be held to be confusingly similar, there is no trade-mark 
infringement or unfair competition. Both trade-marks are a combination of well 
known words. The term “Curly Locks,” correctly spelled, is defined in Webster’s 
New International Dictionary as “one having curly hair.”” ‘‘Scoldy” is not defined 
in the dictionary but it is the plaintiff’s claim that it is suggestive of unruly hair. 
One of the definitions for the noun “Locks” is “the hair of the head.” The term 
“Locks,” or phonetically spelled “Lox,” has been adopted many times by others as 
the last word of a trade-mark in connection with the different first word for articles 
which have the same descriptive properties as those involved in this case. It is 
conceded by the plaintiff that it has no exclusive right to use the word ‘“‘Locks”’ or its 
abbreviated spelling “Lox” and it is only because of the combination of this word 
with the word “Curly” that it claims the confusion results. There is no possibility 
that the casual or unwary purchaser would likely be mistaken and confuse “Curly” 
with either “Scolding” or “Scoldy.” The words are spelled differently, are pro- 
nounced differently and are not at all similar in appearance. Taken as a whole, 
the trade-marks appearing on the display cards are strikingly dissimilar. 

7. There is no evidence that defendant at any time attempted to substitute or 
pass off his product for that of the plaintiff. 

8. Prior to filing this complaint the officers of the plaintiff were on very friendly 
terms with the defendant and transacted considerable business with him. The 
complaint charges the defendant with unfair competition and trade-mark infringe- 
ment. No evidence was offered to support the charge of unfair competition other 
than that directly connected with the alleged trade-mark infringement. With the 
knowledge and acquiescence of the plaintiff, the defendant used his registered trade- 
mark in connection with goods of the same descriptive properties of those of the 
plaintiff for many years prior to the filing of this complaint and there is no evidence 
that any purchaser was ever misled into the belief that the plaintiff was the source 
of such products. There is no reason to believe that purchasers will be any more 
confused as to the source of the bob pins sold under this trade-mark. In March, 
1943, the defendant notified the President of the plaintiff that he intended to market 
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a new hair snap and market it under the trade-mark “Curly Lox” and it was not 
until approximately a year later and after the defendant had spent a large sum of 
money advertising this product that the plaintiff complained of the trade-mark in- 
fringement. It is unnecessary to decide whether the conduct of the plaintiff's 
officers would sustain a defense to this action in accordance with the doctrine set 
forth in Coca-Cola Co. v. Carlisle Bottling Works, 43 F. 2d 119 [20 T.-M. Rep. 
403], for the reason that it is perfectly clear there is no infringement. However, 
it is evident that plaintiff’s President did not believe that the two trade-marks were 
confusingly similar in March, 1943, and both trade-marks had been used many 
years prior thereto to identify goods of the same descriptive properties. 


Conclusions of Law 


1. This court has jurisdiction of this case both by reason of diversity of citizen- 
ship and amount involved and because it is an action arising under the trade-mark 
laws of the United States. 28 U.S.C. A. 41 (1) and (7). 

2. The plaintiff has failed to prove that the defendant is guilty of any acts of 
unfair competition unless he is guilty of trade-mark infringement. 

3. It makes no difference whether the respective trade-marks are considered 
as suggestive or descriptive or arbitrary and fanciful for they are clearly distinguish- 
able. There is no evidence that the defendant ever attempted to palm off his goods 
as those of the plaintiff or attempted to take advantage of its reputation. The most 
casual consumer could not be deceived by any alleged similiarity of the two trade- 
marks. Coca-Cola Co. v. Carlisle Bottling Works, 43 F. 2d 119 [31 T.-M. Rep. 
39] ; Dixi-Cola Laboratories, Inc. v. Coca-Cola Co., 117 F. 2d 352 [20 T.-M. Rep. 
403]. 

4. In his answer defendant requested that the plaintiff be enjoined from prose- 
cuting or threatening to prosecute against defendant, his agents, vendee and others 
in privity with him, any action of any kind in which it asserts that the use of de- 
fendant’s trade-mark on hair snaps is unfair to plaintiff or is an infringement of 
its alleged trade-mark. 

Assuming without deciding that such relief could be granted in this case, there 
is no apparent reason for doing so. There is nothing to indicate that plaintiff will 
not abide by the final decision of the courts as to its rights and there is no reason 
for the issuance of an injunction at this time. 

5. A judgment dismissing the complaint with costs to be taxed in favor of the 
defendant is being entered simultaneously herewith. 
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EX PARTE GENERAL SHOE CORPORATION 
Commissioner of Patents 


March 12, 1946 


TRADE-MARKS—REGISTRATION—CONFUSING SIMILARITY 
That cited registered marks differ from one another to no greater extent than does ap- 
licant’s mark differ from each of them is no justification for adding another confusingly 
similar mark to those already registered. 
TRADE-MARKS 
“Air-Wear” not descriptive, of shoes, although “Wear” is descriptive. 


Appeal from Examiner of Trade-Marks decision refusing registration. Af- 
firmed. 


Ernest P. Rogers, Atlanta, Ga., and Thos. L. Mead, Jr., Washington, D. C., for 
applicant. 


FRAZER, F. A. C.: 


Applicant appeals from the examiner’s refusal to register a trade-mark for shoes 
in view of several marks previously registered for the same goods. 


’ 


Applicant’s mark is the notation “Air-Wear.” The descriptive word “Wear” is 
disclaimed “apart from the mark as shown,” so that the mark is necessarily domi- 
nated by the word “Air.” This word forms a part of all the registered marks cited 
by the examiner ; and in some of them, just as in applicant’s mark, it is the domi- 
nant portion. This is true, for example, in such expressions as “Air-Tred,” “Air- 
Fez,” “Air Step,” and “Air-Walker.” And while it may be, as counsel suggests, 
that these marks differ from one another to no greater extent than does applicant’s 
mark differ from each of them, that fact affords no justification for adding another 
confusingly similar mark to those already registered. 

Most of the brief on appeal is devoted to the argument that applicant’s mark 
as a whole is not descriptive of shoes. I agree that it is not, nor did the examiner 
hold that it is. But the word “Wear” is admittedly descriptive, and was disclaimed 
for that reason. 


I find no error in the decision appealed from, which is accordingly affirmed. 
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EX PARTE REINHOLD PUBLISHING CORPORATION 
Commissioner of Patents 


March 12, 1946 


TRADE-MARKS—REGISTRATION Act oF 1920 
The mere name of an article of commerce is not registrable as a trade-mark for that article 
under the Act of 1920. Registration is refused on the ground that the mark “is merely the 
title of a book.” 


Appeal from Examiner of Trade-Marks decision refusing registration. Af- 
firmed. 


Lester L. Sargent, Washington, D. C., for applicant. 
Frazer, F. A. C.: 


3y this petition applicant seeks a review and reversal of the decision of the [¢x- 
aminer of Trade-Marks refusing to register a mark under the provisions of The 
Act of March 19, 1920. 

Applicant’s mark is “The Condensed Chemical Dictionary,” appropriated to “a 
dictionary published from time to time.” Registration was refused on the ground 
that the mark “is merely the title of a book.” 

The examiner relies on my decision in Ex parte Delano, 514 O. G. 834, 45 U. S. 
P. Q. 361, from which applicant seeks to distinguish. In that case I cited Jn re 
The Page Co., 47 App. D. C. 195, 1918 C. D. 136, where the court observed that the 
mark there sought to be registered was “the name of a book,” and that: 


In this respect the word is clearly descriptive. It is the name of a particular book, 
and the public has no way of describing the book but by the use of the name. Undoubt- 
edly, a trade mark may be registered for a series of literary publications, but it must be 
arbitrary, and not merely the name of any one or more of the series. 


Applicant points out that descriptiveness is not a bar to registration under the 
1920 Act, and asserts that its mark is in fact to be used upon a series of publications. 
But the mere name of an article of commerce is not registrable as a trade-mark for 
that article, even under the Act of 1920. And the only “series” of dictionaries that 
applicant has published or intends to publish are revised editions of its original vol- 
ume, each of which thus far has borne the same title. 


I agree with the examiner that applicant has not used the name of its book as a 
trade-mark, and his decision is accordingly affirmed. 
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EX PARTE VANITY CORSET COMPANY, INC. 
Commissioner of Patents 


March 15, 1946 


TRADE-MaArKS—CLAss oF Goops 


3roadly speaking, corsets, corselets, girdles, bandeaus, garter belts, corset combinations, 
foundation garments, and brassieres have same descriptive properties as hosiery and under- 
wear for men, women, and for children, said underwear being of knitted or textile fabric. 
However the goods are sufficiently different to permit sale under slightly similar marks 
without likelihood of confusion. 
TRADE-M ARKS—DOMINANT 


“Vanity” with conventional peacock is not confusingly similar to picture of peacock with 
or without “Strutwear.” 
Appeal from Examiner of Trade-Marks. Application for registration of trade- 
mark of Vanity of Corset Company, Inc. From decision refusing registration ap- 
plicant appeals. Reversed. 


Harry Radzinsky, New York, N. Y., for applicant. 
FRAZER, F. A. C.: 


This is an appeal from the refusal of the Examiner of Trade-Marks to register 
a mark for “corsets, corselets, girdles, bandeaus, garter belts, corset-combinations, 
foundation garments and brassieres.’”” The mark, which applicant claims to have 
used since January, 1923, comprises the word “Vanity” in association with a con- 
ventionalized likeness of a peacock. 

The application was rejected in view of two registrations, owned by Strutwear 
Knitting Company, of marks that appear to have been used continuously since the 
year 1916. One is the pictorial representation of a peacock, appropriated to “hosiery 
and underwear for men, women, and/or children, said underwear being of knitted 
or textile fabric.” The other is the same picture with the word “Strutwear,” reg- 
istered for hosiery. 

Broadly speaking these goods and applicant’s are of the same descriptive prop- 
erties, but they are nevertheless sufficiently different to permit of their sale under 
slightly similar trade-marks without likelihood of confusion. 

Applicant’s mark is clearly dominated by the word “Vanity.” It includes the 
caricature of a peacock in front view, but this is a relatively insignificant feature. 
The peacock of the ‘‘Strutwear” marks is a natural representation, viewed from the 
bird’s right side. As the two pictures are thus quite different in appearance, there 
could be no confusion unless they were named by purchasers in ordering the trade- 
marked goods. This may well be done with respect to the “Strutwear” products, 
but it would seem reasonable to assume that in referring to applicant’s merchandise 
the word “Vanity” would always be employed. 

Applicant asserts that no confusion has occurred during the twenty-odd years in 
which the marks have been concurrently used, and I think the assertion is entirely 
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tenable. In the absence of opposition it is my opinion that the proposed registration 
should be granted. 
The decision of the Examiner of Trade-Marks is reversed. 


McKESSON & ROBBINS, INCORPORATED v. BENET 
Commussioner of Patents 


March 29, 1946 


TRADE-MARKS—PLEADING AND PRACTICE 
Testimony of opposer as to use of the mark on specific goods should be disregarded since 
use on such goods was not specifically pleaded in the notice of opposition. 
TRADE-M ARKS—SIMILARITY 
Similarity of marks is immaterial when goods are not of the same descriptive properties 
in the sense of the statute. 


Appeal from Examiner of Interferences. From decision dismissing opposition, 
opposer appeals. Affirmed. 


Samuel Herrick, Washington, D. C., for McKesson & Robbins, Incorporated. 
Zugelter, Kinney & Zugelter, Cincinnati, Ohio, for Harry Benet. 


FRAZER, F. A. C.: 


McKesson & Robbins, Incorporated, appeals from the decision of the Examiner 
of Interferences dismissing its opposition to the application of Harry Benet for 
registration of the word ‘“‘Dara” as a trade-mark for ‘a preparation for treating 
the scalp and hair—namely, a shampoo preparation.” The application was filed on 
November 4, 1942, claiming use of the mark since October 1, 1941. 

Opposer pleaded ownership of registration No. 246,504, issued September 11, 
1928, and use of the mark so registered, for the goods named in the registration, 
since November 18, 1927. The registered mark is “Darol,” and the goods are de- 
scribed as “mustard ointment for rheumatism, lumbago, sciatica, neuralgia, bruises, 
chilblains, croup, cold in throat, bronchitis, tonsillitis, sprains, stiff muscles, asthma, 
sore throat, and pains and inflammation of all kinds.” The notice of opposition 
contains a statement that “specimens showing the use of said mark are filed here- 
with and as a part hereof.” The single label attached shows the mark applied to a 
“syrup,” recommended as “an aid in the relief of simple coughs and minor bronchial 
irritations due to common colds.” 

Opposer’s testimony is directed to alleged use of its mark on cough syrup, a 
cold capsule, and a cold capsule in combination with nose drops. On authority of 
Norma-Hoffmann Bearings Corporation v. Hufnagel, 29 C. C. P. A. 732, 123 F. 
2d 648 [32 T.-M. Rep. 30], the examiner refused to consider such testimony con- 


cerning the second and third of these articles, because they were not pleaded. He 
did consider the cough syrup, as “pleaded by the introduction of the specimen label 
with the notice of opposition.” I am of the opinion that this item should also have 
been disregarded. 
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If opposer intended to rely upon its use of the mark as applied to cough syrup, 
that use should have been expressly alleged in the notice of opposition. Goldsmith 
Bros. v. Atlas Supply Co., 32 C. C. P. A. 1001, 148 F. 2d 1016 [35 T.-M. Rep. 130]. 


But I have nevertheless examined the testimony, and like the examiner, I am ‘“‘un- 


able to find with the certainty necessary in this proceeding that the opposer has in- 


deed used the notation ‘Darol’ on cough syrup since prior to any date which has been 
established by the applicant herein.” 

Registration No. 246,504 was issued to McKesson & Robbins, Incorporated, a 
corporation of the State of Connecticut. Opposer is a corporation of the State of 
Maryland. However, prima facie proof of opposer’s ownership of the registration 
is made by certified copies of acknowledged and recorded instruments properly 
and timely introduced under Rule 154 (e). Rosengart v. Ostrex Co., 30C.C. P. A. 
1046, 136 F. 2d 249 [33 T.-M. Rep. 284]. These papers indicate a change of name 
from McKesson & Robbins, Incorporated to McK. & R. Manufacturing Company, 
Incorporated, and an assignment of the trade-mark in question, together with the 
good will of the business connected therewith, from the latter concern to opposer. 

Applicant refers to certain reported decisions to show that opposer became 
bankrupt after the assignment was recorded, and that as a consequence “in 1942 
the opposer company was not the owner of the registration No. 246,504.” Appli- 
cant thus asserts that “opposer has failed to show that it acquired any title to that 
registration from the trustee in bankruptcy.” But opposer’s asserted bankruptcy 
was a matter for proof in this present proceeding, and may not be established in 
the manner attempted. Kahn, et al. v. W. A. Gaines & Co., 161 F. 495. Upon the 
record presented, no duty rested upon opposer to show title from the trustee. 

Applicant complains that opposer has not used its mark on the goods recited in 
the registration, and this appears to be true. But in Lactona, Incorporated v. Lever 
Brothers Co., 32 C. C. P. A. 704, 144 F. 2d 891 [34 T.-M. Rep. 331], it was ex- 
pressly ruled by the Court of Customs and Patent Appeals that an opposer’s ad- 
mitted nonuse of its registered mark on certain goods named in the registration 
‘‘was wholly irrelevant to the issues here involved and should be given no considera- 
tion whatsoever in determining the issues in this case.” 

I am unable to agree with the examiner that opposer’s mustard ointment and 
applicant’s shampoo preparation are “broadly of the same descriptive properties.” 
They are quite comparable to the goods involved in Mulhens & Kropff, Inc. v. 
Onnen, 17 C. C. P. A. 831, 37 F. 2d 435, concerning which the court expressed the 
opinion that “the Commissioner was clearly right in concluding that the goods 
are not of the same descriptive properties in the sense of the statute.” The obvious 
similarity of the marks of the parties thus becomes immaterial. 

Opposer insists that I consider, ex parte, the registrability of applicant’s mark 
in view of certain prior registrations listed in the answer but not offered in evidence. 
However, they are not properly before me, nor do they concern opposer's rights in 
this proceeding. 

The decision of the Examiner of Interferences is affirmed. 
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PART II 


FEDERAL TRADE COMMISSION IN THE MATTER OF 
MANHATTAN BREWING COMPANY 


TRADE-MARKS—CEASE AND Desist OrpER—MOopIFIED ORDER 
The record in this case does not warrant the destruction of the brand or trade-name con- 
taining the word “Canadian” when accompanied in immediate conjunction with suitable state- 
ments which clearly and conspicuously inform prospective buyers that respondent’s products 
are brewed in the U. S. A., nor does the record warrant a finding destroying a label similar 
in import and characteristics to those above mentioned. 


Opinion of Commissioner Lowell B. Mason 


This is the opinion of Lowell B. Mason, a Federal Trade Commissioner, con- 
curring in the judgment of Commissioners Ferguson and Freer. 

This case comes up on motion entered by me on February 26, 1946, for the 
Commission to amend the findings and order heretofore entered on the 7th of Sep- 
tember, 1943. 

Business men are entitled to know why Commissioners decide cases the way 
they do. Therefore, I shall write or concur in opinions particularly when judg- 
ments involve any new or changed views of the Commission. This is not a break 
in precedent. The Commissioners broke the precedent established by the courts 
of the land for generations when from 1914 to 1920 they did not accompany their 
judgments with reasoned opinions. 

As Lord Chancellor Parker said two centuries ago—‘Let all people be at liberty 
to know what | found my judgment upon; that so, when I have given it in any 
cause, others may be at liberty to judge of me.” 

Also, I shall try to write my opinions in plain English devoid of legal jargon. 
There will be no citations of cases. Citations are cryptic. They give a learned ap- 
pearance to decisions, but lawyers seldom look them up, and business men don’t 
know how. 

The Federal Trade Commission is the “Business man’s Court.” Therefore, this 
opinion, like all others, should be so clear that it will not be necessary for a busi- 
ness man to refer to the judgments of other courts, in other cases, to find out my 
reasoning in this. 

To begin with: 

This is a case about a beer bottle label. 

A brewery wants to continue selling a beer they call “Canadian Ace.” The 
Federal Trade Commission said (of course, neither the FTC nor the brewery can 
talk—I am just cutting away the legal foliage to get at the trunk of the matter) : 
“You can’t do that to the public, because people might get fooled about where the 
beer came from.” 

Well, that made sense. 
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The brewery admitted the FTC was right. So they said, “We will make changes 
in the picturization and phrasing of the label and add a big red ‘Made in U. S. A.’ 
if the Commission will let us keep our brand name.” 

Why did they want to hang on to that name? Because the brewery had been 
selling beer under that name since 1939; because the brewery had been told by the 
Alcohol Tax Unit (another branch of the Government) that their label was O. K.; 
because the brewery had spent three quarters of a million dollars advertising the 
name and building up public acceptance of the trade-mark—naturally they hated to 
throw all that money and effort out of the window just because another branch of 
the Government in 1943 decided their label was not all right. 

“And besides,” said the brewery, ‘nobody ever had been fooled,” which, if true, 
made their side of the argument sound very reasonable. 

But the Federal Trade Commission still claimed somebody might be fooled and 
that even with the “Made in U. S. A.” the label “had the capacity” to deceive. So 
the Commission replied, “Anyway, that’s all we have to prove to get an order against 
you,” which is undoubtedly the truth, because, you see, Congress passed a law which 
the courts say gives the Commission the right to stop an advertisement that has the 
“tendency” to mislead. You get the difference—ads that deceived someone and ads 
that tend to deceive someone ? 

Here’s an example which shows the difference. 

Few wives give their husbands black eyes, but many upon odd occasions may 
“tend” in that direction. The Police Department doesn’t arrest many women for 
blacking their husband’s eyes, but if the police were required under the law to use 
no discretion but arrest every women who had that tendency or that capacity, we 
would close down the shops, cripple manufacturing and almost completely destroy 
family life. So here: Just how far shall the FTC go in searching out and prevent- 
ing false “tendencies” and “capacities” in advertising ? 

Certainly it is better to lock the barn before the horse is stolen and, of course, 
that’s why Congress gave the FTC the power to stop wrongs before they actually 
happened. This all makes for a very virtuous business world—at least, on the 
statute books. But there are so many advertisements in this world, and each “‘has 
the capacity and tendency” to do different things to different people. 

Take for instance the beer label in this case. If I were a competitor and saw a 
bottle of beer with the label “Canadian Ace,” I might “tend” to write the FTC 
complaining that the label was fraudulent. 

If I were a thirsty tramp and saw the label, I would have the “tendency” to beg, 
borrow, or steal a bottle. This of itself is bad and should be stopped, but, fortu- 
nately, the FTC lacks jurisdiction here. 

A teetotaler would say the label “tended” to make him disgusted. 

And so on down the roll call of humanity ; each person feeling different—some 
joyful—some mad—and some indifferent. 

Congress has given us the power out of all this welter of emotions to seek out 
and stop all advertising that has the tendency and capacity to deceive. 

We are no moral Gargantuas, and consequently this feast of authority has at 
times been bad for the Commission’s digestion. With the leavening of moderation 
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lacking, we might stuff ourselves on the indigestible parsing, phrasing and syntax 
of too much advertising language while many vital question of fair dealing in busi- 
ness remain untasted on the table. 

The present question is not whether the Commission has the power to ban 
advertising which may “tend” to deceive; that question was answered by Congress 
and affirmed by the courts. 

The question is, shall we extend that power to words in themselves regardless of 
qualification, or explanation, as was done by the ancient Hebrews when it was un- 
lawful even to pronounce the sacred Tetragrammaton? Congress gave great power 
to the Commission, but we must remember Congress also gives the power to search 
your home. 

A police officer may obtain (under certain legal restrictions) the right to break 
into a man’s castle to arrest him. But this power by its overwhelming scope pre- 
supposes a restraint, which hedges about its use all the protection against unwar- 
ranted interference with life, liberty and property. The authority to break into the 
home of a man to arrest him does not give carte blanche to smash the piano or tear 
up the rugs. 

We, too, should observe this restraint. There should be no relaxing of caution 
just because the Commission deals with intangibles instead of pianos. Those in- 
tangible things called “good will” and “name acceptance” are the commodities whose 
legality we pass upon here. We, too, must go only so far in dealing with them as 
to prevent or remedy a wrong, and no further. 

An unbridled, intemperate wielding of this power to prohibit the use of words 
makes us grasp at much while we secure little. This case is a good example. The 
order heretofore entered banned the words “Canadian Ace” regardless of how they 
were explained or qualified. In my opinion, this type of authoritarian decree is not 
just. 

Injustice always has plenty of precedent to maintain its position. 

Take for instance all this stuff about prohibiting words. It is not as new as you 
might think. In the Biblical time of “Josephus,” the Tetragrammaton, a Greek 
compound which designated the divine name composed of the four Hebrew letters 
JHVH, was not allowed to even be pronounced. It was considered too sacred for 
utterance. 

A bill was introduced in Congress in 1806 to incorporate a National Academy 
to police our language. Thomas Jefferson refused the Presidency of this organiza- 
tion saying, “Judicious neology can alone give strength and copiousness to language 
and enable it to be the vehicle of new ideas.” 

Which I take to mean: Jefferson thought we ought to be allowed to make up 
fresh words and apply new meanings to old words if we expected our language to 
progress. Daniel Webster also rebelled against the effort to police English from 
above. Today Polynesian tribes place taboos on certain words, especially proper 
names. And in this country, there are words which are not uttered in the presence 
of ladies. But these prohibitions are dictated by custom and are enforced by good 
taste, rather than by civil penalties. On the other hand, if we were to let the order 
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in this case stand, the brewery would be subject to a penalty of $5,000 for each vio- 
lation in its use of the words “Canadian Ace, Made in U. S. A.” 

What is there in these four words and three initials so fraught with evil as to 
warrant such action ? 

It is obvious that this case is important to all business men, not just to beer 
labelers. While you are not concerned with the personal welfare of a brewer who 
ran afoul of the Federal Trade Commission, you are concerned with the judgments 
of a quasi-judicial body whose decision, proclaimed to be in the public interest, may 
next fall on your head. 

All restraints, whether warranted or unwarranted, are taken by Government 
in the name of protecting the public. The line between actual protection of the 
people and just plain “busybodiness” has generally been made plain to the courts 
by examining the impact of an injury to the public welfare, such as an injury to 
competition or the fraud upon a customer. These things can be seen as it were with 
the naked eye, but since the Federal Trade Commission has been endowed by Con- 
gress with the power to protect the public from things which have the “capacity” 
and “tendency” to injure, the line between beneficial restraints and puritanical 
meddling has become hazy. 

Congress gave us this power to anticipate wrong before it had the opportunity 
to injure. This is a praiseworthy end. No one can complain if we get the first 
punch in ahead of sin, provided, of course, we punch sin and not something else. 
This desire to get the draw on sin has been carried to ridiculous heights in the Orient. 

During the last great war the Japanese Emperor prohibited, under severe penalty, 
any person from thinking thoughts against the Emperor. This edict, if properly 
enforced, could anticipate traitorous conduct before it broke out in overt acts against 
the Son of Heaven. This law (from the Nipponese standpoint) had a praiseworthy 
end but General MacArthur, with the homely logic of an American, revoked the 
imperial edict against evil thinking. To us, it is futile to pass laws to police thoughts 
and impressions. 

In the instant case we are not concerned with “evil thoughts” but with “false 
impressions.” To be more specific, the question before the bar (and I use this word 
in its judicial sense) is what impression does one one get when looking at an ad 
or a bottle of beer—not just any but one which carries a certain legend designating 
it as “Canadian Ace” and proclaiming its birthplace with a red label “Made In 
U. 3,4.” 

At the trial a great amount of testimony was given by people but no one said the 
beer was bad although some competitors expressed the opinion theirs was better. 
No one testified he was cheated into buying beer different from that which he thought 
he was getting, but these practical questions were not at issue. The case hung on 
questions of this type: “State what impression you get from that (the label in ques- 
tion) as to the origin, the place of manufacture or the place of production described 
there.” 

Let us look at the testimony in this case. The Government, to fortify its con- 
tention that the label was misleading, called witnesses to tell what impression they 
got when glancing at the labeled bottle. 
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Both the Government and defense attorneys lay great stress on their public 
witness. (A public witness is a person you pull off the street or get from the tele- 
phone book. They come to court and tell what impression they got from a sign, a 
label, or an advertisement. Theoretically, they are not generally supposed to know 
what it is all about until they are on the stand—to believe this would test the credulity 
of any man.) The witnesses were honest enough. They thought they were giving 
“impressions,” but for the most part it was predelictions they were revealing. An 
amusing instance is shown in the case of one witness. His first predeliction to help 
the Government was overcome by his desire to help a friend when he later dis- 
covered he knew the opposing side. 

Most public witnesses are disposed to stay out of trouble with Uncle Sam. 
When a Federal officer orders a citizen to appear in court, it’s a great relief to dis- 
cover Uncle Sam only wants you as a public witness instead of as a private de- 
fendant. This relief, coupled with pride in helping Uncle Sam, does funny things 
to people. It expands their virtue out of all proportion. They become parties to a 
game and they are out to have their side win, especially if their side is all-powerful 
Uncle Sam. 

As for the defendant's public witnesses, a lawyer never combs the country for 
witnesses against his own client. Through the years 1 have become convinced pub- 
lic witness testimony on “impressions” is not worth a “‘continental.” 

To record an impression of an advertisement through the media of subpoena— 
courthouse—judge—Government attorney—defense attorney and court reporter, is 
like recording the impression of a butterfly carcass on a ten-ton trip hammer. Why 
all the fuss about public witnesses anyway? It were as though neither side could 
trust the Federal Trade Commissioners to look at the label in question with their 
own eyes. I don't need insurance agents, housewives, or even brewmasters to tell 
whether a beer label has the tendency to deceive. There is nothing esoteric or secret 
about a beer label. Both the brewer’s Exhibit 13 and the label offered by it in its 
request for modification of the order tell me the brand is Manhattan Canadian Ace. 
They tell me that the beer was made in U. S. A. For decoration there is a bird 
looking like an American eagle with the legs and the lower half of its body cut off. 
Beneath the bird is something that looks like a fireman’s badge, surrounded by stalks 
of wheat. When I put on my glasses, I discovered how much beer is in the bottle 
and am informed that the Internal revenue tax has been paid. There is a printer’s 
union label and the brewing company’s address. All of this information is more 
than I would care to have about a bottle of beer and is certainly more than a great 
majority of purchasers would. 

It is hard to tell exactly what this label does to me. The infinity of different 
impressions I receive when reading this beer label are too subtle to be reported. It 
depends on what o'clock it is when I look at it ; it depends on whether I am hungry, 
thirsty, sleepy, cross or happy. Every time I stare at it I get a different emotion 
but so far I have not had the feeling that | was “being put upon.” This might be 
because I have seen the word Canada applied so often to soft drinks and bacon made 
in this country that I never think of it as designating a place of manufacture. Per- 
haps most people’s reactions are the same as mine. In all events, though millions of 
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dollars’ worth of this beer have been sold under the brand name “Canadian Ace,” 
there was not a single instance of a purchaser testifying at the trial that he had been 
deceived or defrauded by the label. 

Therefore, it is my opinion that the record in this case does not warrant the 
destruction of the brand or trade-name containing the word “Canadian” when ac- 
companied in immediate conjunction with suitable statements which clearly and 
conspicuously inform prospective buyers that respondent’s products are brewed in 
the U. S. A., nor does the record warrant a finding destroying a label similar in 
import and characteristics to those above mentioned. The record does not sustain 
the findings and conclusions heretofore entered. Consequently, it is in the public 
interest that the findings and order be modified so as to allow the use of the word 
“Canadian” qualified in a manner which will adequately protect the buying public, 
as above delineated. 


Dissent by Commissioner Ayres 


The Commission found that the use by respondent of the word “Canadian” as a 
part of the brand or trade-name for its beer and ale constituted representation that 
the products were of Canadian origin, that is, that they were brewed in the Dominion 
of Canada and imported into the United States; that early in 1940 respondent be- 
gan placing on its labels the words ‘Made in the U. S. A.,” and the words “Brewed 
and Bottled by Manhattan Brewing Co., Chicago, Illinois”; and that the qualifying 
statements were inconsistent with and contradictory of, the word “Canadian” and 


were incapable of explaining or qualifying the word “Canadian” so as to prevent 
deception or confusion in the mind of a substantial portion of the public. The find- 
ings were fully supported by evidence. In its order to cease and desist the Com- 
mission prohibited the respondent from: 


1. Using any brand or trade name containing the word “Canadian,” or any simulation 
thereof, to designate, describe, or refer to any beer or ale which is not brewed in Canada; 
or otherwise representing, directly or by implication, that beer or ale which is not brewed 
in Canada is brewed in that country. 


The majority of the Commission has now modified the findings as to the facts 
and order to cease and desist so as to permit the word “Canadian” to be qualified or 
contradicted by statements asserting domestic origin. 

Many years ago there were instances in which the Commission permitted con- 
tradiction of false geographical designations. The present and undoubtedly the 
proper line of demarcation which has been established by the Commission, however, 
is shown by its decisions in recent years. For example, published reports of the 
Commission’s proceedings since January 1, 1943 (Vol. 36 and 37, and the page 
proofs of Vol. 38), contain eleven orders and nineteen stipulations which. are in 
point. In these decisions the Commission permitted respondents to use explanatory 
statements showing that their domestic products are made in part of foreign in- 
gredients or are of a foreign type, but no explanation was permitted to correct or 
contradict deceptive geographical wording which was untrue as to the entire product. 
The right of the Commission to prohibit an untrue statement and its refusal to per- 
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mit a contradictory qualification have been repeatedly affirmed by the various Circuit 
Courts of Appeal. 

As early as 1928 the Commission refused to permit a respondent selling toilet 
and bath soaps manufactured in this country to qualify the designation “English 
Tub Soap” with the words “Made in U. S. A.”; and the Commission’s order was 
affirmed in a per curiam decision in 1929. (F. T. C. v. James J. Bradley, CCA-2, 
31F. [2d] 569.) 

In the case of F. T. C. v. Army and Navy Trading Company, CCADC. 8&8F. 
(2d) 776, 780 (1937), the court stated: 


But the phrase “Army and Navy” in the name “Army and Navy Trading Company” 
makes the single representation that at least the major portion of the merchandise offered 
for sale is in some sense Army and Navy goods. This single representation being untrue, 
it cannot be qualified; it can only be contradicted. 


In the case of H. N. Heusner & Son v. F. T. C., CCA-3, 106F. (2d) 596, 
(1939), the question involved was the right of the Commission to prohibit the use 
of the word “Havana” to designate or describe cigars made of tobacco not of Cuban 
origin and the refusal of the Commission to permit any qualifying statement. The 
respondent asked that the order of the Commission be modified to permit retention 
of the word “Havana” with a qualifying statement that the cigars were made in the 
United States and only of United States tobacco. In rejecting this, the Court stated: 


The difficulty of petitioner’s position lies in the fact that the implication of the word 
“Havana” is totally false. The purchaser can be guided by either label or legend, but not 
by both. ... We doubt if petitioner would accede to a true qualification—“Fake Havana 
Smokers.” 


See also El Moro Cigar Co. v. F. T. C., CCA-4, 107 F. (2d) 429, (1939), and 
F. T. C. v. Edwin Cigar Co., Inc., and F. T. C. v. James B. Hall, Jr., Inc., CCA-2, 
F. (2d) 993 (1933), involving similar misuse of “Havana.” 

In 1939 the U. S. Circuit Court of Appeals for the Third Circuit reversed its 
own position and took away from Bayuk Cigars, Inc., permission which had been 
granted in 1930 to qualify a false geographical designation. (Bayuk Cigars, Inc., 
v. F. T. C., F. T. C. Stat. Dec., 1939-1943, p. 131.) Other court decisions are in 
point, including F. T. C. v. Walker’s New River Mining Co., 79 F (2d), 457, Herz- 
feld, et al. v. F. T. C., 140 F. (2d) 207, and Masland Duraleather Co., et al. v. 
F. T.C., 34 F. (2d) 733. 

From a careful study of the Commission’s decisions and of the judicial authori- 
ties on the question of the qualification or contradiction of names or terms of geo- 
graphical significance, I believe that we have, after much trial and some error, for- 
mulated a clear, concise and understandable policy on this unfair trade practice in 
accordance with prevailing law on the subject. I am most reluctant to see the force 
and value of that policy impaired by the action which the majority of the Commis- 
sion has here taken. 

This case has been repeatedly before the Commission and its individual merits 
require no further discussion. The complaint was issued in August, 1941, and the 
findings and present order to cease and desist were issued on September 7, 1943. 
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On October 27, 1943, respondent petitioned the Circuit Court to review the Com- 
mission’s order, and on January 16, 1946, pursuant to stipulation of the parties, the 
Court dismissed respondent’s petition for review. 

The present action results from one of a series of previously unsuccessful formal 
efforts by respondent to obtain the modification. During the proceedings before the 
Commission the contentions of the parties were fully developed in all phases of evi- 
dence and complete briefs and arguments which were ably presented and carefully 
considered. The record shows that under the full force of these previous adversary 
contentions the Commission repeatedly, unanimously and consistently, adhered to 
the position represented by the order which the majority has now modified. Re- 
spondent waived its right to judicial review on the merits when on its own initiative 
its petition before the Court was dismissed. The order to cease and desist became 
final. The findings as to the facts and order were published in the U. S. Federal 
Register and in Vol. 37, page 376 of F. T. C. Decisions. 

After an order has become final “the Commission may at any time, after notice 
and opportunity for hearing, reopen and alter, modify, or set aside, in whole or in 
part, any report or order made or issued by it under this Section, whenever in the 
opinion of the Commission conditions of fact or of law have so changed as to re- 
quire such action or if the public interest shall so require.” (Sec. 5-b, F. T. C. Act. 
American Drug Corp. v. F. T.C., C. C. A. 8, June 8, 1945 is in point.) 

On January 28, 1946, respondent requested the Commission to reconsider its 
order, and on the Commission’s own motion to modify it. Asa basis for this request 
respondent claimed that its use of the “Canadian” labels since May, 1942, has fully 
informed the purchasing public that its products are not of Canadian origin, and 
“That by reason of such facts, conditions have so changed that the interests of 
justice and the public interest require a modification of the Order.” In effect, it is 
thus claimed that while the prohibited labels were under attack, respondent accom- 
plished through their use what the Commission found, from contemporaneous evi- 
dence could not be accomplished. Such claim does not even provide a prima facie 
basis for believing that it has any merit. Beyond this, nothing is offered by re- 
spondent to persuade us that conditions of fact or of law have so changed as to re- 
quire the proposed modification or that the public interest requires it. 

After the elaborate proceedings which resulted in the original order, the ma- 
jority now simply accept and endorse without any additional evidence what re- 
spondent has done contrary to our findings and order. The inconsistency of the 
majority action becomes even more apparent when it is considered that the modified 
order still contains a flat prohibition against the use of the word “Wisconsin” for 
beer or ale not brewed in that tate while permitting qualification of “Canadian.” 
There has been nothing to show that conditions of fact or of law have so changed 
as to warrant, or that the public interest requires the modification which has been 
ordered. Such modification is contrary to the previous findings as to the facts and 
no additional evidence has been adduced to justify it. The record which supported 
the previous findings is still the same. 

It is my opinion that there are no considerations of fact, of law or in the public 
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interest which warrant the modification and I respectfully dissent from the majority 
action in this case. 


Commissioner Davis concurs in the foregoing dissent of Chairman Ayres. 


Further Statement of Dissent by Commissioner Ayres 


Much confusion has resulted among lawyers, business men and other members 
of the public from the impression that my dissent in this case was addressed to the 
opinion of Commissioner Mason. Questions have been raised as to why certain 
parts of that opinion went unchallenged and as to the significance of my silence on 
those points. Fairness and a respect for the opinions of those who may be con- 
cerned compel me to submit this additional statement in an effort to clarify some 
of this confusion and misunderstanding. 

I dissented only to the action of the majority. My dissent was not addressed to 
the opinion of Commissioner Mason. I was denied the privilege of seeing that opin- 
ion until I had filed my dissent, and I had no knowledge as to what his opinion con- 
tained. 

This case is about considerably more than a beer bottle label. It is about a false 
geographical designation for beer and ale which is used not only on labels, but also 
in connection with the products wherever and however they are advertised and sold. 
There is much advertising of the beer and ale at point of sale, radio advertising has 
been employed to a limited extent and other advertising media have been and may 
be employed. A substantial quantity of the beer and ale is sold in restaurants and 
at bars where the purchaser has no opportunity to examine the label and does not 
have the benefit of any qualification, contradictory or otherwise. It is ridiculous to 
suggest that the qualification or contradiction can accompany the “Canadian” trade- 
name whenever and wherever it is used. 

The Federal Trade Commission is indeed a “Business Man’s Court,” and it is 
entrusted with the obligation of protecting the honest businessman from the unfair 
practices of those who would gain competitive advantage by false and misleading 
means. Respondent’s beer and ale are not of Canadian origin and are not even of 
Canadian type, and we have seen no reasonable excuse for the adoption of the mis- 
leading name except the competitive advantages which it offers. That the use of the 
word “Canadian” in connection with these products is of value to respondent cannot 
be doubted, and the Commission found that substantial trade has been diverted un- 
fairly to respondent from its competitors. Many of the basic rules of fair competi- 
tion, and particularly those which apply to the instant case, developed before the 
Federal Trade Commission was created and did not grow out of a feast of authority 
which my colleague fears has at times been bad for the Commission’s digestion. In a 
decision in 1910, a U. S. Circuit Court of Appeals, in a case involving litigation be- 
tween competitive sellers of similar products, used the following significant lan- 


guage: 


It is so easy for the honest businessman, who wishes to sell his goods upon their merits, 
to select from the entire material universe, which is before him, symbols, marks and cov- 
erings which by no possibility can cause confusion between his goods and those of com- 
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petitors, that the courts look with suspicion upon one who, in dressing his goods for the 
market, approaches so near to his successful rival that the public may fail to distinguish 
between them. (Florence Mfg. Co. v. J. C. Dowd & Co., 178 Feb. 73, 75.) 


The opinion supporting the modification does much to emphasize that the beer 
and ale were not proved to be bad, and that no witness was produced who had been 
deceived or defrauded by the label. The wrong here lies not in the quantity of the 
beer, but in its being sold for what it is not. The Supreme Court of the United 
States said in F. T. C. v. Algoma Lumber Co., 291 U. S. 67: 


The consumer is prejudiced if upon giving an order for one thing, he is supplied with 
something else. ... In such matters, the public is entitled to get what it chooses, though 
the choice may be dictated by caprice or by fashion or perhaps by ignorance. Nor is the 
prejudiced when orders that would have come to them if the lumber had been rightly 
named are diverted to others whose methods are less scrupulous. 


My colleague analyzes the infinity of different impressions which he receives 
when reading the beer label in question and concludes that he did not have the feel- 
ing that he was “being put upon.” I have never considered that the label or the ad- 
vertising in question would deceive the members of this Commission. We are, or 
so the courts have told us, a body of experts. 


The law is not made for the protection of experts, but for the public—that vast multi- 
tude which includes the ignorant, the unthinking and the credulous, who, in making pur- 


chases, do not stop to analyze, but are governed by appearances and general impressions. 
(Florence v. Dowd, supra.) 


Commissioner Mason’s suggestion that “citations are cryptic” is truly amazing. 
When they are unfavorable, they are annoying, but certainly not “cryptic.” They 
serve as the guides, the signposts in the gradual development of an understandable 
system of law. Judicial and quasi-judicial bodies recognize that decisions of the 
courts must be accepted as an indication of the manner in which subsequent cases 
involving similar issues will be decided. This is the basic distinction between gov- 
ernment by law and government by men. The line of consistent authority for the 
action which the Commission originally took in this matter has now been disre- 
garded. What had become clear has now been confused. The business man who 
has been guided by a clear line of decisions must grope again in uncertainty. Does 
this case establish a new policy, or does it stand alone? Will future cases involving 
similar issues be based on this decision, on previous decisions of the courts or ‘“‘on 
what o’clock it is?” May business men now use “Scotch” to designate domestic 
whiskey, “British” to describe American shoes, “Sheffield” for American silver, 
and a multitude of similar false representations as to origin provided only that they 
satisfy the Commission by adding “Made in U. S. A.” Business men would no 
doubt like to know, and I wish that I could tell them. 

The opinion supporting the modification states that the brewery had been told 
by the Alcohol Tax Unit “That their label was O. K.” There should be no mis- 
understanding on this point. Respondent indeed advised the Commission in 
various ways that its Canadian label had the approval of the Alcohol Tax Unit. In 
his reply to respondent’s request for modification, counsel for the Commission re- 
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ferred to newly discovered information which provided reason to believe that the 

Alcohol Tax Unit disapproves of respondent’s use of the word “Canadian” on its 
domestic products even with the qualifications now approved by the majority of this 
Commission. In a letter of September 30, 1943, the Alcohol Tax Unit advised re- 
spondent’s counsel that : 


A material concession was given your client when the Bureau withheld action on this 
label, at your request, pending the termination of the Federal Trade Commission’s case, 
particularly when it is recalled that the Bureau considered the label definitely in violation 
of its requirements. 


As recently as February 7, 1946, the same agency advised the Assistant Chief Coun- 
sel of the Commission : 


“It is the Bureau’s opinion that the label is still objectionable. .. .”" Despite these 
considerations, the Commission, by majority action cancelled a scheduled hearing 
and issued its order of modification, thus depriving its own counsel of an oppor- 
tunity to be heard on this point. 


This case presents no “unbridled, intemperate wielding” of power. It presents 
simply an instance in which the Commission acted in the public interest to terminate 
a type of misrepresentation fully recognized by its own and ‘by judicial decisions. I 
strongly feel that this quasi-judicial body should recognize that its decisions and 
decisions of the courts must be accepted as an indication of the manner in which 
subsequent cases involving similar issues will be decided. 





JACOB SIEGEL COMPANY v. FEDERAL TRADE COMMISSION 
Supreme Court of the United States 
March 25, 1946 


TRADE-MARK—UNFAIR COMPETITION—PETITION FOR WRIT OF CERTIORARI 

The case is here on a petition for a writ of certiorari which we granted because of the 

importance of the question presented. 
FEDERAL TRADE COMMISSION ACT 

By the Federal Trade Commission Act Congress made unlawful “unfair methods of com- 
petition in commerce, and unfair or deceptive acts or practices in commerce.” 

It provided that when the Commission’s cease and desist orders were challenged “as to the 
facts, if supported by evidence, shall be conclusive.” But it did not limit the reviewing court 
to an affumanie or reversal of the Commission’s order. It gave the court power to modify 
as well. 

The Federal Trade Commission has wide discretion in choice of remedy. Where the 
Commission ordered discontinuance of use, as being deceptively descriptive, of a registered 
trade-mark adopted without fraudulent design, the court may only determine whether the 
Commission made allowable judgment in the choice of remedy. 

Supreme court remands since the Federal Trade Commission should have determined 
whether any qualifying language would eliminate the deception which it found lacking in the 
word “alpacuna.” 


On writ of certiorari to Circuit Court of Appeals for the Third Circuit. 
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On petition of Jacob Siegel Company to review order of Federal Trade Com- 
mission. On writ of certiorari to review judgment affirming order. Reversed. 


Robert T. McCracken (Leo Weinroot and C. Russell Phillips on the brief) all of 
Philadelphia, Pa., for petitioner. 

Ralph F. Fuchs (J. Howard McGrath, Wendell Berge, Charles H. Weston, Robert 
G. Seaks, and W. T. Kelly on the brief) all of Washington, D. C., for respond- 
ent. 

Seymour M. Klein, Marshall Bratter, Seligson & Klein, and Marvin J. Bloch, all of 
New York, N. Y., filed brief for Arnold Constable & Co., Inc., et al. as amicus 
curiae. 


Mr. Justice Douctas delivered the opinion of the Court. 


The alpaca and the vicuna are animals whose fleece is used in the manufacture 
of fabrics. The fleece of the vicuna is, indeed, one of the finest and is extremely 
rare; and fabrics made of it command a high price. Petitioner manufactures over- 
coats and topcoats and markets them under the name “Alpacuna.” They contain 
alpaca, mohair, wool, and cotton but no vicuna. 

The Federal Trade Commission in proceedings under § 5 of the Federal Trade 
Commission Act (52 Stat. 111, 15 U. S. C. §45) found that petitioner had made 
certain misrepresentations in the marketing of its coats. It found, for example, that 
the representations that the coats contained imported angora and guanaco were 
false. It also found that the name “Alpacuna” is deceptive and misleading to a sub- 
stantial portion of the purchasing public, because it induces the erroneous belief 
that the coats contain vicuna. But there was no finding that petitioner had made 
representation that “Alpacuna” in fact contained vicuna. It accordingly issued a 
cease and desist order! which, among other things, banned the use of the word 
“Alpacuna’” to describe petitioner’s coats. 36 F. T. C. 563. The Circuit Court of 
Appeals affirmed. 105 F.2d 751. It held that the Commission’s findings respecting 
the use of the name “Alpacuna” were supported by substantial evidence. It was of 
the view, however, that the prohibition of the use of the name was far too harsh; 
and it stated that it would have modified the order to permit “Alpacuna” to be used 
with qualifying language had it thought that Federal Trade Commission v. Royal 
Milling Co., 288 U. S. 212, was still a controlling authority. But it concluded that 
that case had been so limited by subsequent decisions of the Court, involving other 


1. It ordered petitioner to cease and desist from 

1. Representing that respondent’s coats contain guanaco hair. 

2. Representing that the Angora goat hair or mohair used in respondent’s coats is im- 
ported from Turkestan or any other foreign country. 

3. Representing through the use of drawings or pictorial representations, or in any other 
manner, that respondent’s coats contain fibers or materials which they do not in fact contain. 

4. Representing that coats made of fabrics which have a cotton backing are composed 
entirely of wool or of wool and hair. 

5. Using any advertising matter or causing, aiding, encouraging, or promoting the use by 
dealers of any advertising matter which purports to disclose the constituent fibers or materials 
of coats composed in part of cotton, unless such advertising matter clearly discloses such cot- 
ton content along with such other fibers or materials. 

6. Using the word “Alpacuna,” or any other word which in whole or in part is indicative 
of the word “vicuna,” to designate or describe respondent’s coats; or otherwise representing, 
directly or by implication, that respondent’s coats contain vicuna fiber. 
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administrative agencies, that control of the remedy lay exclusively with the Com- 
mission. The case is here on a petition for a writ of certiorari which we granted 
because of the importance of the question presented. 

By the Federal Trade Commission Act Congress made unlawful “unfair meth- 
ods of competition in commerce, and unfair or deceptive acts or practices in com- 
merce.” §5 (a). It provided that when the Commission’s cease and desist orders 
were challenged in the courts, the findings of the Commission “‘as to the facts, if sup- 
ported by evidence, shall be conclusive.” §5 (c). But it did not limit the reviewing 
court to an affirmance or reversal of the Commission’s order. It gave the court 
power to modify the order as well.? 

The power to modify extends to the remedy as Federal Trade Commission v. 
Royal Milling Co., supra, indicates. In that case, the Commission barred the use of 
the words “milling company” since the company, though blending and mixing flour, 
did not manufacture it. The Court concluded that a less drastic order was adequate 
for the evil at hand and remanded the case so that the Commission might add ap- 
propriate qualifying words which would eliminate any deception lurking in the 
trade-name. On the other hand, the excision of a part of the trade-name was sus- 
tained in Federal Trade Commission v. Algoma Lumber Co., 291 U. S. 67. In that 
case, ‘‘California white pine” was being used to describe what was botanically a yel- 
low pine. The Commission prohibited the use of the word “white” in conjunction 
with “pine” to describe the product. The Court sustained the order. 

The Commission has wide discretion in its choice of a remedy deemed adequate 
to cope with the unlawful practices in this area of trade and commerce. Here, as 
in the case of orders of other administrative agencies under comparable statutes,* 
judicial review is limited. It extends no further than to ascertain whether the Com- 
mission made an allowable judgment in its choice of the remedy. As applied to this 
particular type of case, it is whether the Commission abused its discretion in con- 
cluding that no change “short of the excision” of the trade-name would give ade- 
quate protection. Federal Trade Commission v. Algoma Lumber Co., supra, pp. 
81-82. The issue is stated that way for the reason that we are dealing here with 
trade-names which, as Federal Trade Commission v. Royal Milling Co., supra, p. 
217, emphasizes, are valuable business assets. The fact that they were adopted 
without fraudulent design or were registered as trade-marks does not stay the Com- 
mission’s hand. Federal Trade Commission v. Algoma Lumber Co., supra, p. 79; 
Charles of the Ritz Distributors Corp. v. Federal Trade Commission, 143 F. 2d 676, 
679. But the policy of the law to protect them as assets of a business indicates that 
their destruction “should not be ordered if less drastic means will accomplish the 


2. Sec. 5 (c) provides that the court “shall have power to make and enter upon the plead- 
ings, evidence, and proceedings set forth in such transcript a decree affirming, modifying, or 
setting aside the order of the Commission, and enforcing the same to the extent that such order 
is affirmed... .” 

3. See International Association of Machinists v. National Labor Relations Board, 311 U. S. 
72, 82; Phelps Dodge Corp. v. National Labor Relations Board, 313 U. S. 177, 194; Virginia 
Electric Co. v. National Labor Relations Board, 319 U. S. 533, 543; Franks Bros. Co. v. National 
Labor Relations Board, 321 U. S. 702, 704-705; Board of Trade v. United States, 314 U. S. 534, 
548; Federal Security Adm’r v. Quaker Oats Co., 318 U. S. 218, 227-229; Northwestern Electric 
Co. v. Federal Power Commission, 321 U. S. 119, 123-124. 
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same result.” Federal Trade Commission v. Royal Milling Co., supra, p. 217. The 
problem is to ascertain whether that policy and the other policy of preventing un- 
fair or deceptive trade practices can be accommodated. That is a question initially 
and primarily for the Commission. Congress has entrusted it with the administra- 
tion of the Act and has left the courts with only limited powers of review. The 
Commission is the expert body to determine what remedy is necessary to eliminate 
the unfair or deceptive trade practices which have been disclosed. It has wide 
latitude for judgment and the courts will not interfere except where the remedy 
selected has no reasonable relations to the unlawful practices found to exist. 

But in the present case, we do not reach the question whether the Commission 
would be warranted in holding that no qualifying language* would eliminate the 
deception which it found lurking in the word Alpacuna. For the Commission seems 
not to have considered whether in that way the ends of the Act could be satisfied 
and the trade-name at the same time saved.® We find no indication that the Com- 
mission considered the possibility of such an accommodation. It indicated that 
prohibition of the use of the name was in the public interest since the cease and de- 
sist order prohibited the further use of the name.® But we are left in the dark 
whether some change of name short of excision would in the judgment of the Com- 
mission be adequate. Yet that is the test, as the Algoma Lumber Co. and the Royal 
Milling Co. cases indicate. Its application involves the exercise of an informed, 
expert judgment. The Commission is entitled not only to appraise the facts of the 
particular case and the dangers of the marketing methods employed (Federal Trade 
Commission v. Winsted Hosiery Co., 258 U. S. 483, 494) but to draw from its 
generalized experience. See Republic Aviation Corp. v. National Labor Relations 
Board, 324 U. S. 793, 801-805. Its expert opinion is entitled to great weight in the 
reviewing courts. But the courts are not ready to pass on the question whether the 
limits of discretion have been exceeded in the choice of the remedy until the admin- 
istrative determination is first made. 

The judgment is reversed and the cause is remanded to the Circuit Court of Ap- 
peals for further proceedings in conformity with this opinion. 

Reversed. 


Mr. Justice JACKSON took no part in the consideration or decision of this case. 





4. Petitioner now uses labels reading “Alpacuna Coat—contains no vicuna” and specifies the 
fibre content of the cloth. See 54 Stat. 1128, 15 U. S. C. § 68. 

5. The opinion of the Commission goes no further than to find that “the name ‘Alpacuna’ is 
misleading and deceptive to a substantial portion of the purchasing public in that it represents or 
implies” that the coats contain vicuna; and that as a result substantial trade is diverted to re- 
spondent from its competitors. 

6. This appears not from the opinion but from the paragraph following the order entered by 
the Commission : 


“Commissioner Freer dissents from so much of the order as wholly prohibits the con- 
tinued use of the trade name ‘Alpacuna’ for the reason that this trade name, which has been 
in use for more than thirteen years, is a valuable business asset, and is neither deceptive per 
se, nor is the testimony concerning its tendency or capacity to deceive sufficiently clear and 
convincing as to render such prohibition of its use necessary in the public interest. 

“A majority of the Commission do not agree with either Commissioner Freer’s statements 
of fact or his conclusions of law.” 
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WILHARTZ boinc BusINEss as LAKESIDE PRODUCTS v. TURCO 
PRODUCTS, INC. 


District Court, N. D. Illinois, E. Div. 
March 19, 1946 


TRADE-M ARKS—DFSCRIPTIVE MARKS 


“Car Shampoo” and “Auto Shampoo” are descriptive of automobile body cleaning com- 
pound and are invalid trade-marks. 
UnFair CoMPETITION 


The court feels no unfair competition exists. The term “Auto Shampoo” occupies a minor 
place on both labels. The prominent words “Hurricane” and “Turco” differ and labels are 
certainly different in design. No purchasers could be misled. 


Action by Leland J. Wilhartz, doing business as Lakeside Products, against 
Turco Products, Inc., for declaratory judgment as to trade-mark infringement in 
which defendant counterclaimed for trade-mark infringement and unfair competi- 
tion. Judgment for plaintiff. 


Wilhartz & Hirsch, Chicago, Ill., for plaintiff. 
Rogers, Woodson & Rogers, Chicago, Ill., or defendant. 


CAMPBELL, D. J.: 


The plaintiff brings this action under the Declaratory Judgment Act, Section 
274(d) of the Judicial Code (28 U. S. C. A. Sec. 400), to adjudicate this contro- 
versy and declare the rights of the parties with respect to the use of the words “Auto 
Shampoo,” by which both parties describe automobile body cleaning compounds 
which they are marketing. The defendant has received a federal trade-mark regis- 
tration of the term (No. 381895, dated October 15, 1940). The defendant also 
sought to secure its exclusive right to the term “Car Shampoo,” by applying for 
and receiving a federal trade-mark registration ( No. 376420, dated March 26, 1940) 
and a registration under the laws of the State of Illinois (No. 16,171, dated July 5, 
1939). The defendant demanded that the plaintiff cease using the term ‘Auto 
Shampoo” with respect to his product and threatened to hold the plaintiff liable for 
damages if he continues the alleged infringement. Since the defendant has taken 
no steps to begin legal action, the plaintiff seeks to have this court declare the rights 
of the plaintiff and the defendant in this controversy, declare that the federal and 
Illinois registrations, now owned by the defendant, are invalid, and permanently 
enjoin defendant, from interfering with plaintiff’s right to sell and merchandise its 
product, from maintaining or publishing that plaintiff is infringing on any registra- 
tion owned or controlled by the defendant, and from interfering with anyone wish- 
ing to use or sell plaintiff’s product. 

In its answer and counterclaim, the defendant prays that the plaintiff's com- 
plaint be dismissed, that the trade-marks “Auto Shampoo” and “Car Shampoo” 
be held valid and infringed, that an accounting be had with judgment against the 
plaintiff for profits resulting to plaintiff from trade-mark infringement and unfair 
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competition and for damages suffered by the defendant thereby, and that the plain- 
tiff and all others acting on his behalf be restrained from infringing on defendant’s 
trade-marks, from unfairly competing with the defendant, and from using any 
marks confusingly similar to the defendant’s on any automobile body cleaner or 
similar product. 

In the opinion of this court, the trade-marks “Car Shampoo” and “Auto Sham- 
poo” are invalid. While it is true that the term “Shampoo” is somewhat fanciful 
as applied to the cleaning of an automobile, the court feels that the public would 
immediately recognize that an automobile cleanser is indicated, and that the pro- 
ducer, in line with the colorful packaging and nomenclature used in modern business, 
has merely sought a term somewhat more interesting than “car cleaner,” “car soap,” 
“automobile dirt remover” and the like. The term “shampoo” as applied to a car 
washing compound, however, is not so fanciful as to become the property of a par- 
ticular manufacturer or distributor. Terms which appear to be legitimate subjects 
of trade-mark registration, in addition to brand names, include hyphenated names, 
“synthetic” words, and phonetic spelling of ordinary words or combinations of 
words. In this era of blatant advertising, the terms which the defendant adopts pale 
by comparison with the usual creations of advertising genius. It seems to the court, 
therefore, that the terms in question, being only slightly extended beyond their 
ordinary meaning, are not such a aunque creation as to justify their removal from 
the public domain. 

The court likewise feels that no stile competition exists between the parties. 
The term “Auto shampoo” occupies a minor place on the labels of both plaintiff’s 
and defendant’s products. The prominent part, which catches the eye of a pro- 
spective buyer, is the name “Hurricane” on plaintiff’s label, and “Turco” on the de- 
fendant’s. The general design of the labels are also entirely different. Contrary 
to the defendant’s assertion, the words “Auto Shampoo” are not the “outstanding 
part” or the “catchwords” of the label. No purchaser could possibly be misled into 
buying plaintiff’s product when he intended to buy the defendant’s ; and, it seems 
to the court, when a car owner leaves his car at a garage or service station to be 
washed, it is immaterial to him which product or method is used by the proprietor. 

The court therefore finds the issues for the plaintiff. Counsel for the plaintiff 
may prepare and file with the court, in writing, within twenty days from the date 
hereof, proposed findings of fact, conclusions of law and a draft of a proposed de- 
cree, consistent with the views herein expressed, delivering copies thereof to coun- 
sel for the defendant. Within twenty days of the receipt of such copies council for 
the defendant may prepare and file with the court, in writing, his observations with 
reference thereto and suggestions for the modification thereof, delivering a copy 
of such observations and suggestions to counsel for the plaintiff. Within ten days 
thereafter counsel for the plaintiff may present to the court, in writing, his reply 
to such observations and suggestions. Whereupon, the matter of making find- 
ings of fact, conclusions of law and a decree herein will be taken by the court with- 
out further argument. 
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S. M. SPENCER MFG. CO. v. SPENCER et At. 
Massachusetts Supreme Judicial Court 


March 7, 1946 


TRADE-M ARKS—SECONDARY MEANING 
Not only a geographical name, but a family surname as well may acquire a secondary 
meaning in a trade and become entitled to such protection as is practically possible and reason- 
ably necessary to prevent deception. 
TRADE-MARKS—UNFAIR COMPETITION—INJUNCTIVE RELIEF 
In case of actual necessity in order to prevent deception it may be that this protection will 
extend to the point of an absolute prohibition of the use of the defendant’s own personal 
name as a part of his business or trade-name and that in such a case the injunctive relief 
granted by the Superior Court could be justified. 
Courts are naturally reluctant wholly to forbid a man to do business in his own name and 
have generally refused to do so. They have, however, insisted that he take whatever pre- 
cautions the circumstances require to prevent deception and to insure that the use of his own 


name should not be fraudulent as to those who have previously acquired rights in the same 
name. 


MASSACHUSETTS—PLEADING AND PRACTICE 
In Massachusetts State court action the findings of the master purport to be made upon 
evidence. None purport to rest soley upon mendiary findings. The master, in accordance 
with Rule 90 of the Superior Court (1932), has appended to his report summaries of the 
evidence relevant to the several objections. These summaries can be used only to determine 
the question of law whether the evidence warrants the finding. Examination of summaries 
show that all findings are warranted. 
MASSACHUSETTS—PLEADING AND PRACTICE—AMENDMENTS TO BILL AND ANSWER 
In Massachusetts state courts no amendment in the nature of a supplemental bill is needed 
since the defendants’ wrongful acts and the reselling damage were sufficiently alleged in the 
original bill; relief can be brought down to date of decree without additional pleading alleg- 
ing merely continuance of these acts. 


Appeals from Superior Court, Suffolk County, Massachusetts, Beaudreau, Jus- 
tice. 


Action by S. M. Spencer Mfg. Co. against Harold W. Spencer et al. for un- 
fair competition. From final decree for plaintiff, both parties appeal. Modified. 


R. F. Walker, Boston, Mass., for plaintiff. 
W.R. Morris, Boston, Mass., for defendants. 


Before Fie.p, Chief Justice, and Qua, Dotan, RONAN and WILKINS, Justices. 


Qua, J.: 


This is a bill to restrain the defendants from using the name “Spencer & Tabor 
Stamp Works” or any name similar thereto or “so similar to any of the ‘Spencer’ 
names by which the plaintiff is known” as to be likely to deceive the public, and for 
damages. 

The defendants appeal from an interlocutory decree overruling their exceptions 
to the master’s original report and confirming his original and supplementary re- 
ports. The plaintiff appeals from orders, which are in effect interlocutory decrees, 
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denying its motion for an amendment to its bill allegedly in the nature of a supple- 
mental bill setting up a continuance of the defendants’ wrongful conduct since the 
filing of the bill, denying its motion for recommittal for an “accounting” of dam- 
ages and profits, and denying its motion for the entry of a so called ‘“Interlocutory 
Decree” providing for perpetual injunctive relief in a proposed form annexed to the 
motion and for an accounting of damages and profits. All parties appeal from a 
final decree which granted to the plaintiff injunctive relief only. 

Crucial facts found by the master are these: Since about 1872 the plaintiff and 
its predecessors have been engaged in the business of manufacturing and selling 
stamps, stencils, and marking devices. The business was founded by S. M. Spencer, 
who until his death in 1923 continued to conduct it, either individually or with oth- 
ers, but always under a style which included the name “Spencer.” From at least 
1903 until 1933 the business was conducted under the name “S. M. Spencer Mfg. 
Co.” In 1933 the plaintiff corporation was organized. It bears the name in which 
the business had been conducted before its incorporation. From “at least 1899 and 
until about May, 1945, the plaintiff and its predecessors . . . have been the only 
concerns in and around Boston engaged in the marking device business under any 
name or style that included the name ‘Spencer.’” Their place of business has been 
and is at 3 Cornhill in Boston. They have gained a valuable reputation among the 
trade. In the plaintiff’s catalogues, in trade directories, and in other “quite exten- 
sive” advertising, the plaintiff has used the name “Spencer,” sometimes alone and 
often in connection with other words, as in “Spencer Co.,” “S. M. Spencer Mfg. 
Co.,” “Spencer’s Stamp & Stencil Works,” “Spencer Stamp & Stencil Co.,” “Spen- 
cer Marking Devices,” and in other combinations. The name “Spencer” is the 
dominating factor and is the name by which the plaintiff’s business is and for many 
years has been commonly known throughout the trade. The defendant Harold W. 
Spencer for about twenty years or more has been connected with the stamp and 
marking device business, first as an employee of several concerns, later as a partner, 
and later still as officer of a corporation. About May 1, 1945, he formed a partner- 
ship with the defendant Tabor, who had had no previous experience in the business. 
Early in May, 1945, the defendants began equipping a store at 39 Cornhill about 
one hundred yards from the plaintiff’s place of business and on the same side of the 
street, where by May 28 they began business in competition with the plaintiff and 
under the name “Spencer & Tabor Stamp Works.” For many years the plaintiff 
has maintained in front of its place or business and above and at right angles to the 
sidewalk a sign the most prominent words of which are “Spencer,” “Stamp,” “Sten- 
cil,” and “Works.” The defendants have erected in a similar position in front of 
their place of business a sign bearing prominently the words “Spencer & Tabor 
Stamp Works.” In other respects there is little similarity between the signs. The 
name “Spencer,” either alone or in connection with other words, has been used by 
the plaintiff and its predecessors and has been known to the trade since 1872. It 
has acquired a high reputation, earned by the plaintiff and its predecessors, and has 
a great value. Although the name of one of the defendants is Spencer, he has never 
before used his name in connection with any business with which he has been asso- 
ciated. Between May 28, 1945, when the defendants opened their place of business, 
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and June 7 of that year, when hearings closed before the master, the use of the 
name “Spencer” by the defendants had already caused ‘“‘some slight confusion in 
deliveries of mail and merchandise,” and some customers had entered the defendants’ 
store under the mistaken impression that they were entering the plaintiff’s store. 

The master makes the following additional important findings: The name “Spen- 
cer” has been used by the plaintiff and its predecessors for approximately seventy- 
three years and during all this time has been well known to the trade. It has a high 
standing in the trade for its products and its business dealings. In the trade it 
means the plaintiff. The use by the defendants of the name “Spencer’’ in close 
proximity to the old established “Spencer” is bound to deceive the purchasing pub- 
lic and is so intended. The use of the name “Spencer” by the defendants has been 
and will continue to be confusing to the trade. The defendant Spencer well knows 
that this name has long been established and has great value, and the defendants 
are using it for that reason. The plaintiff “‘has been harmed by the actual or prob- 
able deception of the public by the defendants.” 

All of the defendants’ objections, all of which were directed to the master’s 
original report, are based on the grounds that the evidence is insufficient in law to 
warrant the findings or that the subsidiary findings do not warrant the ultimate 
findings. All of the findings purport to be made upon evidence. None purports to 
rest solely upon subsidiary findings. The master, in accordance with Rule 90 of 
the Superior Court (1932), has appended to his report summaries of the evidence 
relevant to the several objections. These summaries can be used only to determine 
the question of law whether the evidence warrants the findings. Fulgenitti v. 
Cariddi, 292 Mass. 321, 324. Minot v. Minot, 319 Mass. ,1 and cases 
cited. We have carefully examined all of the summaries of evidence, and we are 
of opinion that all of the findings are warranted. There was therefore no error in 
the interlocutory decree overruling the defendants’ exceptions to the master’s origi- 
nal report and confirming the master’s reports. 

The judge entered a final decree perpetually enjoining the defendants in con- 
nection with any marking device business conducted by them at their present loca- 
tion on Cornhill, or in any location within one quarter mile of the plaintiff’s place 
of business at 3 Cornhill, “from making any use of the name ‘Spencer’ in their 
trade style, in or upon any sign or advertisement displayed outside their store or 
displayed within their store and visible from the street, in or upon their letter- 
heads, advertising and invoices and in any of their listings in telephone and other 
directories.” The decree further enjoined the defendants from publication of a 
certain ‘‘advertising letter,’ a copy of which was annexed, and provided that no 
adjudication was made as to the rights of the parties in the event that the defendants 
should move their business location beyond the quarter mile limit. 

On the findings of the master the plaintiff was entitled to effective relief. The 
most important findings are those substantially to the effect that the name “Spencer” 
had acquired a secondary meaning in the trade ; that it meant the plaintiff ; that the 
defendants, knowing the value of the “Spencer” name and intending to deceive the 








1. Mass. Adv. Sh. (1946) 291, 298. 
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public, have set up their own competing place of business using that name, in the 
same area within which the plaintiff has long been established ; and that confusion, 
deception of the public, and harm to the plaintiff were inevitable and have in fact 
resulted. It is a necessary inference from the findings that the use of the name 
Tabor in connection with the name “Spencer” (which in the stamp business means 
the plaintiff) is not enough, in the circumstances, to distinguish the business of the 
defendants from that of the plaintiff. This case is to be distinguished from cases in 
which facts comparable to those mentioned in this paragraph do not appear. See, 
for example, Sibert v. Kerstein, 318 Mass. 476.2 

Not only a geographical name, but a family surname as well may acquire a sec- 
ondary meaning in a trade and become entitled to such protection as is practically 
possible and reasonably necessary to prevent deception. American Waltham Watch 
Co. v. United States Watch Co., 173 Mass. 85, 87. Viano v. Baccigalupo, 183 Mass. 
160. Cohen v. Nagle, 190 Mass. 4,9. C. A. Briggs Co. v. National Wafer Co., 
215 Mass. 100, 103. Jackman v. Calvert-Distillers Corp. of Massachusetts, 306 
Mass. 423, 424-425 [30 T.-M. Rep. 444]. Cain’s Lobster House, Inc. v. Cain, 312 
Mass. 512, 515. In case of actual necessity in order to prevent deception it may be 
that this protection will extend to the point of an absolute prohibition of the use of 
the defendant’s own personal name as a part of his business or trade name and that 
in such a case the injunctive relief granted by the Superior Court could be justified. 
Westphal v. Westphal’s World’s Best Corp., 216 App. Div. (NL Y.) 53 affirmed 
243 N. Y. 639. J. B. Liebman & Co., Inc. v. Leibman, 135 N. J. Eq. 288. Vick 
Medicine Co. v. Vick Chemical Co., 11 F. 2d 33. De Nobili Cigar Co. v. Nobili 
Cigar Co., 56 F. 2d 324. Horlick’s Malted Milk Corp. v. Horluck’s, Inc., 59 F. 2d 
13. Horlick’s Malted Milk Co. v. Horlick, 143 F. 2d 32 [34 T.-M. Rep. 222]. R. B. 
Davis Co. v. Davis, 11 F. Supp. 269 [25 T.-M. Rep. 61, 283]. Gerbron, Inc. v. 
Gerbron Cleaners, Inc., 45 F. Supp. 150. Am. Law Inst. Restatement: Torts, § 744, 
commenced. Compare Burns v. William J. Burns International Detective Agency, 
Inc., 235 Mass. 533, 556-557, and cases cited. But we need not decide this point. 
Courts are naturally reluctant wholly to forbid a man to do business in his own 
name and have generally refused to do so. They have, however, insisted that he 
take whatever precautions the circumstances require to prevent deception and to 
insure that the use of his own name should not be fraudulent as to those who have 
previously acquired rights in the same name. Cain’s Lobster Hoase, Inc. v. Cain, 
312 Mass. 512. Staples Coal Co. v. City Fuel Co., 316 Mass. 503, 507, and cases 
cited. International Silver Co. v. Rogers, 2 Buch. 933. Herring-Hall-Marvin 
Safe Co. v. Hall’s Safe Co., 208 U. S. 554. L. E. Waterman Co. v. Modern Pen 
Co., 235 U. S. 88. Walter Baker & Co., Ltd. v. Sanders, 80 F. 889. Stix, Baer & 
Fuller Dry Goods Co. v. American Piano Co., 211 F. 271. Andrew Jergens Co. v. 
Bonded Products Corp., 13 F. 2d 417, 425. R. B. Davis Co. v. Davis, 75 F. 2d 499. 
John B. Stetson Co. v. Stephen L. Stetson Co., Ltd., 85 F. 2d 586 [26 T.-M. Rep. 
187], S. C. 128 F. 2d 981 [31 T.-M. Rep. 445]. John H. Woodbury, Inc. v. Wu- 
liam A. Woodbury Corp., 23 F. Supp. 162 [28 T.-M. Rep. 484]. 


2. Mass. Adv. Sh. (1945) 897. 
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In the present case we are not satisfied that it is impossible to protect the plain- 
tiff and at the same time to permit the defendants to use the name of the defendant 
Spencer, even while they are on Cornhill, if they add such explanation as will make 
it entirely plain that they are not the plaintiff. The decree should, in general, take 
the form of enjoining the defendants and each of them from any use of the name 
“Spencer” in the manner described in the final decree appealed from, unless it is 
plainly stated by such methods as the court may determine that the Spencer asso- 
ciated with the defendants’ business is Harold W. Spencer, and unless wherever 
the name Spencer occurs there shall be added a statment, in such form and size 
as the court shall determine, to the effect that the business of the defendant or de- 
fendants using the name is not connected in any way with the long established busi- 
ness of S. M. Spencer Mfg. Co. located at 3 Cornhill, or specifying wherever its 
location may be. R. B. Davis Co. v. Davis, 75 F. 2d 499. The decree should so 
clearly differentiate the defendants’ business from the plaintiff's business that for 
practical purposes deception will be eliminated. The defendants must decide whether 
they prefer to abandon the use of the name Spencer altogether or to use it under 
the restrictions imposed. 

Furthermore, we incline to think that the relief granted was unduly restricted 
in being made applicable only to Cornhill and its immediate vicinity. It is true that 
in the findings of the master the infringement by the defendants of the plaintiff’s 
trade-name is closely linked with the defendants’ Cornhill location, and doubtless 
the proximity of the two establishments is a highly aggravating circumstance. Nev- 
ertheless, it seems to us that the master’s repeated references to “the trade” in the 
sense, as he says, of “the purchasing public,” and the findings as to the exclusive 
use by the plaintiff for so many years of the “Spencer” name “in and around Bos- 
ton,” as to the great reputation of that name, as to the extent and character for over 
ten years of the advertising of the plaintiff as located in Boston, and as to its listings 
in the Boston telephone directory are enough to show that the defendants’ interfer- 
ence with the plaintiff’s business is not wholly dependent upon the Cornhill location. 
The defendants should not be left free to move their business a quarter of a mile 
and then to continue as before. We think that the injunctive relief in the form 
hereinbefore outlined should extend, as requested by the plaintiff, to the entire city 
of Boston. 

The defendants object to the inclusion in the decree of a specific prohibition 
against the use by them of a certain advertising circular displaying the “Spencer” 
name, a copy of which was annexed to the decree. Although the findings of the 
master do not mention this particular circular, a finding of its use or contemplated 
use by the defendants would be entirely consistent with, and merely supplementary 
to, the findings of the master that the defendants were opening a business at 39 
Cornhill under the name “Spencer & Tabor Stamp Works.” Prohibition of the use 
of this circular is well within the scope of the bill, and indeed, even if the circular 
had not been specifically mentioned in the decree, its use would have been forbidden 
by the terms of the decree, both in the form in which the decree was entered in the 
court below and in its form as modified by this opinion. We think that in the cir- 
cumstances it was within the power of the judge at the hearing on the master’s re- 
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port to receive evidence of the use or intended use of the circular without recom- 
mitting the case to the master, and that we should assume that he did so. See 
McClintic-Marshall Co. v. Freedman, 274 Mass. 558, 561-562. There was no error 
in referring to the circular in the decree. 

Turning next to the plaintiff’s appeals upon interlocutory matters, there was no 
error in the denial of the plaintiff’s motion to amend in the nature of a supplemental 
bill. No amendment was needed. The defendants’ wrongful acts and the resulting 
damage were sufficiently alleged in the original bill. Relief could have been brought 
down to the date of the decree without additional pleading alleging merely the con- 
tinuance of these acts. Bauer v. International Waste Co., 201 Mass. 197, 203-204. 
Ensing v. Faxon, 229 Mass. 231, 233. Isam Mitchell & Co., Inc. v. Norwach, 260 
Mass. 33, 37. 

The record discloses no error of law in the denial of the plaintiff's motion to 
recommit for an accounting of damages and profits. The master’s report was filed 
about a month after the defendants began business and contained no findings in 
reference to damage or profits. The motion to recommit was filed and acted upon 
about two and one-half months later, after a hearing. There is nothing to show what 
took place at this hearing. The judge may have gone into evidence of the facts 
and may have found that the damages actually incurred were insignificant or that no 
basis of fact existed upon which damages could be assessed. Summerfield Co. of 
Boston v. Prime Furniture Co., 242 Mass. 149, 153-154. 

The plaintiff has not argued its appeal from the denial of its motion for the 
entry of the proposed “Interlocutory Decree,” and that appeal is deemed to have 
been waived. 

The result is that the plaintiff’s appeal from the denial of its motion for the 
entry of the “Interlocutory Decree” is waived; that the other decrees upon inter- 
locutory matters appealed from are affirmed ; and that the final decree is to be modi- 
fied as indicated in this opinion, the details to be settled upon further hearing in the 
Superior Court, and as modified is affirmed with costs to the plaintiff. 

So ordered. 


THE MAINTENANCE COMPANY, INC. v. COLLETTI 


New York Supreme Court, Special Term, New York County 
March 29, 1946 


UNFAIR COMPETITION 

“Electric Motor Maintenance Co.” does not unfairly complete with “The Maintenance 
Company, Inc.” 

The word “Maintenance” is a general term descriptive of the business (maintenance and 
unfair of electrical appliances), and the court cannot assume as matter of law that it has or is 
calculated to deceive the public or that confusion exists between the parties to the plaintiff's 
prejudice. 

It must be assumed that the public will use reasonable intelligence and discrimination with 
reference to the names of the companies with which they are dealing or intend to deal, the 
same as with individuals having the same or similar names. 












MAINTENANCE CO. v. COLLETTI 


Action for unfair competition. 





Judgment for defendant. 


VALENTE, J.: 


This action is brought by ‘The Maintenance Company, Inc.” to restrain the de- 
fendant from using the name “Electric Motor Maintenance Co.” in connection with 
the electrical business conducted by him. 

The injunctive relief sought is requested on the ground that the plaintiff and 
its predecessor for many years have been in the business of manufacturing, sell- 
ing, supplying, maintaining and repairing electrical and mechanical appliances un- 
der the name of “The Maintenance Company, Inc.” ; that by extensive advertising 
and publicity it has built up a reputation for service and maintenance under the said 
trade-name and that by reason thereof has become known to the public at large; 
that the defendant is also engaged in the same business and in competition with the 
plaintiff ; that the use of the words “Electric Motor Maintenance Co.” is unfair 
competition in that by appropriating the trade-name of the plaintiff the defendant 
has misled and deceived the public into believing that the defendant’s concern was 
the plaintiff corporation, thereby diverting business from the plaintiff to the de- 
fendant ; that the plaintiff's name has, by long usage and the expenditure of large 
sums of money for advertising, acquired a peculiar and secondary meaning in New 
York City; that the defendant’s name “Electric Motor Maintenance Co.” is de- 
scriptive of plaintiff’s business and, being so, is calculated to deceive plaintiff's cus- 
tomers in the belief that the defendant is the plaintiff, all to the detriment and loss 
to the plaintiff. 

The two companies have different names, though the word “Maintenance” is 
used by both. This word is commonly used to indicate the nature of the business 
and would not warrant a court of equity in assuming as a mater of law that it has 
or is calculated to deceive the public, or that any confusion with reference to the 
identity of the two companies exists to the prejudice of the plaintiff. It must be 
assumed that the public will use reasonable intelligence and discrimination with ref- 
erence to the names of the companies with which they are dealing or intend to deal, 
the same as with individuals having the same or similar names. Buffalo Typewriter 
Exchange, Inc. v. D. Charles McCarl, doing business as American Typewriter Ex- 
change, 240 N. Y.113; Hygie Water Ice Co.v. N. Y. Hygie Ice Co., Lim., 140 N. Y. 
94; Henry Romeike, Inc. v. Albert Romeike & Co., Inc., 179 App. Div. 712, aff’d 
227 N. Y. 561. 

The word “Maintenance” is a general term descriptive of the business in which 
the plaintiff and the defendant are occupied, and there is no greater similarity than 
necessarily results from the circumstances that both companies are engaged in the 
same business. It has not been shown that the defendant adopted the name “Electric 
Motor Maintenance Co.” to deceive the public and no affirmative acts of unfair 
competition by the defendant were shown, nor has there been any evidence that the 
defendant resorted to false statements or unfair means to divert customers of the 
plaintiff. The authorities are to the effect that a term descriptive of a business can- 
not be exclusively appropriated by anyone. Car Advertising Co. v. New York City 
Car Advertising Co., 57 Misc. 105, aff’d 123 App. Div. 926; Brown v. Farda, 194 





130 THIRTY-SIX TRADE-MARK REPORTER 





N. Y. S. 247, aff'd 206 App. Div. 652. There is no proof that the name “Electric 
Motor Maintenance Co.,” misled anyone nor is there any proof that the defendant 
ever misrepresented to its customers that they were dealing with the plaintiff. 

Common or descriptive words may, by long and constant association with the 
company, acquire such a meaning in the public mind that another may be stayed 
from employing the same legend. The evidence does not sustain the plaintiff’s 
contention that the word “Maintenance” has acquired a secondary meaning that the 
law recognizes. “The court ought not to interfere with the freedom of conduct 
of trade and with general business competition. Its power should be reserved to 
prevent fraud and imposture from some real resemblance in the name. ...” Munroe 
v. Tousey, 129 N. Y. 38. 

Judgment for defendant, without costs. Settle decision and judgment. 





CELANESE CORPORATION OF AMERICA v. E. I. DU PONT DE 
NEMOURS & COMPANY 


Court of Customs and Patent Appeals 
April 9, 1946 


TRADE-MARKS—CONFUSING SIMILARITY 
“Clarifoil” is confusingly similar to “Clar-Apel” below oval containing “Du-Pont;” 
“Clarifoil” and dominant “Clar-Apel” are coined words and are similar in sound. 
TRADE-M ARKS—EVIDENCE 
That goods are sold to discriminating class of purchasers, and not to the general public, 
is not controlling if marks are so similar as to be likely to cause confusion. 


Appeal from Commissioner of Patents; 61 U.S. P. Q. 193. 

Trade-mark opposition No. 22260 by E. I. du Pont de Nemours & Company 
against Celanese Corporation of America, application, Serial No. 453745, filed June 
19, 1942. From decision sustaining opposition, applicant appeals. Affirmed ; Gar- 
rett, Presiding Judge, dissenting with opinion. 


I, Seltzer and C. W. Levinson, both of New York, N. Y., for appellant. 
Stone, Boyden & Mack, Washington, D. C. (Wilson C. Baily, West Chester, Pa., 
and J. Hanson Boyden, Washington, D. C., of counsel) for appellee. 


O’CONNELL, J.: 


This is an appeal from the decision of the Commissioner of Patents, speaking 
through the First Assistant Commissioner, 61 U. S. P. Q. 193, affirming the de- 
cision of the Examiner of Trade-Mark Interferences sustaining the opposition of 
appellee to the application of appellant filed June 19, 1942, for registration of the 
word “Clarifoil,” printed in capital letters, as a trade-mark for goods described in 
the application as “Transparent or Translucent Wrapping and Packing Material.” 
The application alleges use of the mark “since June 16, 1942.” 

In its notice of opposition appellee relies upon its ownership of registration No. 
281,471, issued March 17, 1931, upon an application filed November 1, 1930. The 
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registered mark consisting of the word ““DuPont” arranged in an oval, below which 
oval is the notation “Clar-apel.” 

It is conceded that the contesting marks are applied to merchandise of the same 
descriptive properties, and the record discloses that part of the merchandise is sub- 
stantially identical. 

According to the testimony, the merchandise distributed by appellee is a cellu- 
lose film widely used as a wrapping material for such products as cigars, cigarettes, 
and foodstuffs of almost every description ; and during normal times a wide line of 
textiles, trinkets, and things of that sort. 

The opposition is based upon that portion of the proviso to section 5 of the 
Trade-Mark Act of February 20, 1905, which states ‘““That trade-marks which . 
so nearly resemble a registered or known trade-mark owned and in use by another 
and appropriated to merchandise of the same descriptive properties as to be likely 
to cause confusion or mistake in the mind of the public or to deceive purchasers 
shall not be registered.” 15 U.S. C. sec. 85 (b). 

Appellant urges that the merchandise is sold exclusively to a discriminating class 
of purchasers and therefore the marks may be considered dissimilar, even if they 
wouid be considered deceptively similar if the product were sold to the general 
public. 

The record, however, fails to establish the fact that the merchandise is scold to a 
discriminating class of purchasers; but, if established, it would not be controlling 
here if the contested marks so nearly resemble one another as to be likely to cause 
confusion. See Schering & Glatz, Inc. v. Sharp & Dohme, Inc., 32 C. C. P. A. 
(Patents) 827, 146 F. 2d 1019, 64 U. S. P. Q. 394. 

Moreover, it is true, as stated in the decision of the Examiner of Interferences, 
that ‘trade practices in this respect may change and hence the class of purchasers 
to whom the goods are now sold is not deemed to be a controlling factor herein.” 

Appellee’s mark, as hereinbefore noted, is comprised of the separately displayed 
words “DuPont Clar-apel.”’ 

The Examiner of Trade-Mark Interferences and the First Assistant Commis- 
sioner of Patents both correctly held, in accordance with the rule of law laid down 
and followed by this court, that the addition of the surname “Du Pont” to one of 
two otherwise confusingly similar marks is not of itself sufficient to avoid the likeli- 
hood of confusion. Richard Hellman, Inc. v. Oakford & Fahnestock, 19 C. C. P. A. 
(Patents) 816, 54 F. 2d 423, 12 U.S. P. Q. 31; California Prune & Apricot Grow- 
ers Association v. Dobry Flour Mills, Inc., 26 C. C. P. A. (Patents) 910, 101 F. 
2d 838, 40 U. S. P. 0. 616. See also Menendez v. Holt, 128 U. S. 514; The Fire- 
stone Tire & Rubber Co. v. Montgomery Ward & Co., Inc., 32 C. C. P. A. (Patents) 
1074, 150 F. 2d 439, 66 U. S. P. Q. 111 [35 T.-M. Rep. 135]. 

In the case last cited, appellant made the distinguishing feature of its corporate 
name, “Firestone,” a part of its trade-mark, “Firestone Air Chief,” as appropriated 
to radios and radio supplies. The name “Firestone,” as the reproduction of the mark 
in the prevailing opinion discloses, is separately displayed and made equally promi- 
nent with the other words in the mark. Appellee’s mark in that case, upon goods of 
the same descriptive properties, was “Airline.” 
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Notwithstanding the prominent use of the well-known name of “Firestone” and 
other distinctive portions of appellant’s mark, this court in rendering its decision 
in favor of the appellant disregarded the name of “Firestone” as the dominant por- 
tion of the trade-mark and held that [66 U. S. P. Q. at 114]: 


... the terms “Air Chief” and “Airline,” considered alone, being the dominant por- 
tions of the two marks, are so vastly different in meaning, appearance, and sound as to 
insure against the probability of confusion. 


It is a matter of common knowledge that in the purchase of goods people gen- 
erally do not stop to scrutinize marks nor retain a vivid recollection of their di- 
versified features. Each of the contested marks, therefore, is to be considered in 
its entirety and viewed as the general public would view and remember it in making 
a purchase of the merchandise to which it is attached. 

It is clearly apparent, however, that while trade-marks must be considered as a 
whole in determining the question of similarity, and while the name “DuPont” may 
be more conspicuous in appellee’s mark than “Clar-apel,” nevertheless the public 
in making purchases of the goods would be likely to remember and use the word 
“Clar-apel” as indicating origin of the goods. For that reason, “Clar-apel’’ must be 
regarded as the dominant portion of appellee’s mark. See Frankfort Distilleries, 
Inc. v. Kasko Distillers Products Corporation, 27 C. C. P. A. (Patents) 1189, 111 
F, 2d 481, 45 U.S. P. QO. 438. 

The record establishes that more than ten years after the goods had been mar- 
keted on an international basis by appellee under its trade-mark, appellant entered 
the field with the substantially identical product which its sells under its mark 
“Clarifoil.” 

The question therefore is whether the word “Clar-apel,” the dominant portion 
of appellee’s mark, is confusingly similar to the word “Clarifoil.” Both of the con- 
tested words are coined ; no entry or meaning being attributed to either word in any 
dictionary reference. 

In the brief of appellant it is argued in effect that the contesting marks have only 
one feature in common, their first syllable “Clar” ; otherwise they are wholly dis- 
similar in appearance when printed and in sound when spoken. That such an argu- 
ment is obviously without merit, is pointed out in appellee’s brief : 


It is submitted that the first two syllables, namely, “Clari” and “Clara” are practically 
identical in sound. When spoken, they are substantially indistinguishable. 

Moreover, the third and remaining syllable of both words ends in the same letter, 
namely “L.” 

Thus, both are words of three syllables, the first two syllables of both are substantially 
identical ; and the third syllable of both ends with the same letter. 


Technical reasoning, which in the last analysis amounts to nothing more than a 
process of the dissection of a word and the comparison of its divorced segments, 
should not be employed to obtain registration for the use of a word as a whole, 
which, if registered, would put the newcomer in a position not only to appropriate 
the good will of the owner of a trade-mark but also to take advantage, intentionally 
or otherwise, of a purchasing public. 
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It is true, as stated in the decision of the First Assistant Commissioner of Pa- 
tents, that “. . . obviously, the spoken expressions ‘Clar-apel’ and ‘Clarifoil’ sound 
very nearly alike.’’ This court has held, and the rule is applicable here, that if the 
mark of a newcomer when voiced is so constituted as to be similar in sound to the 
language expressed in a trade-mark attached to identical goods or merchandise of 
the same descriptive properties, the registration of the newcomer’s mark will be 
prohibited regardless of its significance otherwise in appearance and meaning. See 
Skol Co., Inc. v. Olson, 33 C. C. P. A. (Patents) —, 151 F. 2d 200 [35 T.-M. Rep. 
306] and authorities therein cited. 

It is our opinion that notwithstanding appellee’s use of the surname “DuPont,” 
the two marks, respectively considered as a whole, so nearly resemble one another 
in sound, meaning, and appearance as to be likely to cause confusion when concur- 
rently used in the sale of identical merchandise or merchandise of the same descrip- 
tive properties. In view of that conclusion, it is unnecessary to consider other inci- 
dental points which were discussed and properly passed upon by the Commissioner 
of Patents. His decision, which applies the correct principles of law to the facts 
presented, is accordingly affirmed. 


GarrETT, P. J., dissenting: 


I respectfully dissent from the conclusion reached by my associates in this case. 

It seems to me that the presence of the word “DuPont” as an integral and pre- 
sumably valid part of appellee’s mark so clearly states the origin of appellee’s goods 
that there is not the slightest likelihood of the public being confused or purchasers 
deceived as to the origin of applicant’s merchandise by the application thereto of the 
notation “Clarifoil” as a trade-mark, notwithstanding its partial resemblance to the 
word “Clar-apel.”’ 





CELANESE CORPORATION OF AMERICA v. E. I. DU PONT DE 
NEMOURS & COMPANY 


Court of Customs and Patent Appeals 
April 11, 1946 


TRADE-MARKS—CONFUSING SIMILARITY 
“Celdura” is confusingly similar to “Cordura.” Marks are coined words, being similar in 
sound, meaning, and appearance and have identical first letter and last two syllables. 
TRADE-M ARKS—EVIDENCE 
The absence of actual confusion is not a controlling factor in an opposition proceeding 
for the reason that the statute prohibits the registration of mark that is “likely” to cause 
confusions. 
Similarity of sound alone is sufficient to cause marks to be regarded as confusingly simi- 
lar when applied to goods of the same descriptive properties. 


Appeal from Commissioner of Patents ; 62 U.S. P. Q. 93. 
Trade-mark opposition No. 22288 by E. I. du Pont de Nemours & Company 
against Celanese Corporation of America, application, Serial No. 454212, filed July 
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14, 1942. From decision sustaining opposition, applicant appeals. Affirmed; Gar- 
rett, Presiding Judge, concurring with opinion. 


I. Seltzer and C. W. Levinson, both of New York, N. Y., for appellant. 
Stone, Boyden & Mack, Washington, D. C. (Wilson C. Baily, West Chester, Pa., 
and J. Hanson Boyden, Washington, D. C., of counsel) for appellee. 


O’ConnELL, J.: 


This is an appeal from the decision of the Commissioner of Patents, rendered 
by the First Assistant, 62 U. S. P. Q. 93, affirming the action of the Examiner of 
Trade-Mark Interferences in sustaining the opposition of appellee, owner and user 
of the trade-mark “Cordura,” to the registration of appellant’s mark “Celdura.” 

Appellee took testimony in support of its case, appellant being present and sub- 
jecting the witnesses to cross-examination. 

Appellant concedes that the merchandise to which the marks are appropriated is 
of the same descriptive properties within the meaning of Section 5 of the Trade- 
Mark Act of 1905. 15 U.S.C. sec. 85 (b). 

Appellant contends, however, that the concurrent sale of the merchandise under 
the competitive marks by the parties would not be likely to cause confusion because 
of the specific differences in the goods, the purchasers thereof “are exceedingly dis- 
criminating,”’ and the marks are sufficiently different in sound, meaning, and ap- 
pearance. 

Appellant urges that there are other factors which the court should also consider 
in determining the likelihood of confusion, such as the manner in which appellee uses 
its trade-mark and the breadth of protection obtained by appellee by the registration 
of its mark. 

The application of appellant is for the registration of its mark as appropriated 
to “Piece Goods Made Wholly or Partially of Cellulose Derivatives” and appellee’s 
mark is for “Viscose Yarns, Threads, and Filaments.” 

Relative to the contention that the goods are specifically different and that the 
class of purchasers are exceedingly discriminating, appellant states in its brief: 


. .. The appellant’s fabrics may be sold directly to the public as well as to garment 
manufacturers, but the appellee’s yarns are sold only to mills and manufacturers for 
weaving into fabrics, for knitting into garments, for tire cord manufacture, etc., but never 
to the public direct. 
* om * 

. .. While it may be true that the respective goods may reach the same ultimate con- 
sumers, it will be noted, as hereinbefore pointed out, that when the appellee’s yarns reach 
the ultimate consumer in the form of fabrics or garments, the labels or tags always bear 
the name “Du Pont” in association with “Cordura,” both names having equal prominence 
in many cases. 


A careful analysis of the testimony and exhibits presented establishes the fact 
that the merchandise sold by appellee under its mark “Cordura” is a product known 
as “rayon” which has a modified cellulose base and, like the goods of appellant, is 
a cellulose derivative. 

In selling its rayon to the manufacturer for the production of such articles as 
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curtains, dress goods, and fabrics, appellee supplies the manufacturer with enormous 
quantities of stickers, labels, and tags so that the finished articles when sold to the 
public and made of “Cordura” yarn and threads have a tag or label attached thereto 
which denotes the origin of the goods. 

The import of appellant’s argument is that appellee by the application of its label 
and by its use of the name “DuPont” in advertising the goods, eliminates all possi- 
bility of actual confusion. The absence of actual confusion, however, is not a con- 
trolling factor in an opposition proceeding for the reason that the statute prohibits 
the registration of a mark that is “likely” to cause confusion. See also Celanese 
Corporation of America v. E. 1. Du Pont De Nemours & Company, 33 C. C. P. A. 
(Patents) —, — F. 2d —, 69 U. S. P. Q. 69 (Appeal No. 5066), decided March 4, 
1946. 

Although appellee does not now deal directly with the purchasing public, trade 
practices in this respect may change and there is no restriction in appellee’s regis- 
tration of the mark that prohibits such a development in the normal extension of its 
business. Moreover, the fact that the merchandise is sold to a discriminating class 
of purchasers, if established, would not of itself be controlling here if the contested 
marks so nearly resemble one another as to be confusingly similar. See Schering 
& Glatz, Inc. v. Sharp & Dohme, Inc., 32 C.C. P. A. (Patents) 827, 146 F. 2d 1019, 
64 U.S. P. Q. 394. 

As hereinbefore noted, the contested marks are “Cordura” and ‘“Celdura.’”’ Both 
words are employed in the marks with capital letters and are coined words neither 
of which is recorded in any dictionary reference. ‘Cordura’ has been used by ap- 
pellee as a registered trade-mark in the sale of its goods since July 23, 1935. Some 
seven years after appellee had thus introduced the use of its mark, appellant applied 
for the registration of its mark “Celdura” as appropriated to merchandise of the 
same descriptive properties. 

Appellant contends that the two marks differ greatly in their sound; and “Al- 
though both marks begin with the letter “C’ the difference in sound between the soft 
‘Cel’ of the appellant’s mark and the hard ‘Cor’ of the appellee’s mark is so great 
that it outweighs by far the similarity in the terminal portions of the marks.” Ac- 
cording to appellant : 


. .. This portion of the marks is merely descriptive or suggestive of the nature of the 
goods, indicating that the yarns and fabrics possess the property of durability. This por- 
tion of the marks, “Dura,” is, therefore, in the public domain and should not be given the 
same weight as the remaining portions of the marks. 


The statute provides that a term which is merely descriptive shall not be regis- 
tered for the reason that any one in the same line of business may not be deprived 


of the right to use such word or words in describing the goods which he offers for 
sale. 


A word applied as a mark to one article may be merely descriptive of it and regis- 
tration would be accordingly prohibited. But the same word appropriated as a 
mark to another article may be merely suggestive, that is, purely fanciful and ar- 
bitrary, and its registration would be accordingly authorized and protected. See 
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In re One Minute Washer Company, 25 C. C. P. A. (Patents) 978, 95 F. 2d 517, 
7 U.S. P. ae. 

A term which is merely descriptive of the article to which the mark is appro- 
priated cannot at the same time be regarded as merely suggestive of it within the 
meaning of the law. The term “Dura” may be suggestive of durability but appellant 
has cited no reference in support of its contention that the term is merely descrip- 
tive and in the public domain. 

In the contested words, each has the identical first letter and the identical last 
two syllables. In fact, the only difference in the orthography of the words is to be 
found in the two letters preceding the terminal portion of the respective marks, 
“Dura.” 

That both marks considered as a whole are similar in meaning and appearance 
cannot be doubted. When spoken as written they sound very much alike. Simi- 
larity of sound alone, under such circumstances, is sufficient to cause the marks to 
be regarded as confusingly similar when applied to merchandise of the same descrip- 
tive properties. Skol Company, Inc. v. Olson, 33 C. C. P. A. (Patents) 715, 151 
F. 2d 200 [35 T.-M. Rep. 306]. 

In the briefs of counsel each side in support of its position represents an exten- 
sive list of words involved in previous trade-mark decisions in which the applicant’s 
mark with but few exceptions was applied either to identical merchandise or to 
merchandise of the same descriptive properties. In appellant’s tabulated list, the 
court authorized the registration of the applicant’s mark, while in the list presented 
by appellee, registration of the mark was prohibited. 

It has been frequently stated, in effect, that “Prior decisions, except as to state- 
ments of law, have but little bearing on the issues presented in trade-mark opposi- 
tion cases, because of differences in facts.” See Lactona, Inc. v. Lever Brothers 
Company, 32 C. C. P. A. (Patents) 704, 144 F. 2d 891, 63 U. S. P. Q. 62; Inter- 
national Vitamin Corporation v. Winthrop Chemical Co., Inc., 32 C. C. P. A. (Pa- 
tents) 899, 147 F. 2d 1016, 64 U. S. P. Q. 574. In the case last cited, the court 
made the following observation which is particularly pertinent [35 T.-M. Rep. 70]: 

Many cases have been cited by both parties, but as we have often held in trade-mark 
litigation such as comes to this Court, each case must of necessity be decided on its own 


facts, and precedents are of very little help in deciding such cases. In re Dutch Maid Ice 
Cream Company, 25 C. C. P. A. (Patents) 1009, 95 F. 2d 262, 37 U. S. P. Q. 202 


The contested marks in the case at bar so nearly resemble one another as to be 
likely to cause confusion in the mind of the public when concurrently used by the 
parties on merchandise of the same descriptive properties. It is unnecessary there- 
fore to consider other incidental points which were discussed and properly decided 
by the Commissioner of Patents, and his decision in this case is accordingly affirmed. 


GarrETT, P. J., concurring: 


I am in entire agreement with the reasoning and conclusion in this case, but in 
view of the reasons given for my dissent in Celanese Corporation of America v. 


E. 1, DuPont De Nemours & Company (Appeal No. 5066), 33 C. C. P. A. (Pa- 
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tents) —, — F. 2d —, 69 U.S. P. Q. 69, I deem it proper to direct specific attention 


to the fact that in this case “DuPont” is no part of appellee’s registered mark here 
involved. 





FORSTMANN WOOLEN COMPANY v. MANUFACTURERS RETAIL 
MEN’S STORES, INC. 


District Court, S. D., New York 
January 18, 1946 


TRADE-MARKS—PLEADING AND PRACTICE 
The plaintiff served a notice to examine the defendant before trial, but subsequent in point 
of time to the service of defendant’s motion to examine plaintiff. 
Ordinarily examinations before trial were held in the order in which they are demanded 
and the defendant would be entitled to examine first. However this may be varied in par- 
ticular cases. 


The motion to examine plaintiff was not in compliance with Rule 26 (a) FRCP since 


issue was joined by the service of the answer. All that was required was a notice to take 
plaintiff's deposition. 


Action by Forstmann Woolen Company against Manufacturers Retail Men’s 
Stores, Inc., for trade-mark infringement. On defendant’s motions to take plain- 
tiff’s deposition before trial and for production of documents and to vacate plain- 


tiff’s notice to take defendant’s deposition. First motion granted; second motion 
denied. 


I. Gainsburg (Joseph P. Segal of counsel) both of New York, N. Y., for plaintiff. 
Harry Archer (Louis R. Warner of counsel) for defendant. 


MANDELBAUM, D., J.: 


Defendant brought on two motions which were argued together. The first 
motion seeks an order requiring plaintiff by its agents, servants and employees to 
appear and have their depositions taken upon oral examinations before trial and for 
a further order requiring plaintiff to produce certain items for reproduction. 

The second motion seeks an order vacating plaintiff’s notice to take the deposi- 
tion of the defendant. 

Both motions are related and will be treated together. 

Plaintiff sues for an injunction and for damages for infringement of a registered 
trade-mark for unfair competition. Defendant served its answer, pleading a gen- 
eral denial and separate defenses on January 5, 1946, together with a motion to 
examine plaintiff before trial and to compel it to produce certain items for repro- 
duction (the first motion). 

The plaintiff served a notice to examine the defendant before trial on January 
5, 1946, but subsequent in point of time to the service of defendant’s motion to 
examine plaintiff. Defendant then moved to vacate plaintiff’s notice to examine 
defendant as being defective under the rules (the second motion). 

Ordinarily, examinations before trial are held in the order in which they are 
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demanded and the defendant would be entitled to examine first. However, this may 
be varied in particular cases. Hillside Amusement v. Warner Bros., 2 F. R. D. 275. 

In the instant case, the motion to examine plaintiff was not in compliance with 
Rule 26 (a) FRCP since issue was joined by the service of the answer. All 
that was required was a notice to take plaintiff’s deposition. In view of this, plain- 
tiff will be the first to examine and the examination shall be held at defendant’s 
place of business. 

The court will not dismiss defendant’s motion even though improper as a mat- 
ter of procedure. The items contained in the notice of motion (items la to 1j in- 
clusive) are not in consonance with the rules. Therefore, the plaintiff will be 
examined through its president or any officer that may be agreed upon between the 
parties in accordance with Rule 26 (b) of the FRCP. 

With respect to the production of documents requested, I find the same violative 
of the rule that documents must be specifically enumerated and identified. Only 
item 2d is permitted at this time. After the defendant’s examination of the plain- 
tiff before trial, it may be in a better position to call for specific documents which 
may then be secured by motion under Rule 34 FRCP. 

The first motion is granted and the second motion is denied in manner indicated 
above. One order can suffice. Let plaintiff submit such order on notice, providing 
for the examination of the defendant, through its officers, at the defendant’s place 
of business or at some other place agreed upon between the parties, on a date and 
time to be inserted in the order. 

Three (3) days after the completion of the examination of the defendant 
through its officers, defendant may examine plaintiff through its president, or other 
officers, which may be agreed upon between the parties, the time and place of the 
examination to be inserted in the order. 





McKESSON & ROBBINS, INCORPORATED v. WILLIAM R. WARNER 
& CO., INC. 


Commissioner of Patents 
April 19, 1946 


TRADE-MARKS—CONFUSING SIMILARITY 
“Intromin” is confusingly similar to “Cytamin,” being as much like it as “Dent-A-Min” 
which court held similar. 
TRADE-M ARKS—GooDS OF THE SAME DESCRIPTIVE PROPERTIES 
Amino Acid preparations for use in treatment of nutritional disorders have the same 
descriptive properties as medicinal preparations for internal use, said preparations consisting 
of metabolic stimulant and cellactivating agent particularly useful in the treatment of diseases 
due to deficiency in diet. 


Appeal from Examiner of Interferences. 
From decision dismissing opposition, opposer appeals. Reversed. 


Samuel Herrick, Washington, D. C., for McKesson & Robbins, Incorporated. 
John M. Leach, New York, N. Y., for William R. Warner & Co., Inc. 








McKESSON & ROBBINS v. WARNER 139 





Frazer, F. A. C.: 


McKesson & Robbins, Incorporated, appeals from the decision of the Examiner 
of Interferences dismissing its opposition to the application of William R. Warner 
& Co., Inc., for registration of the word “Intromin” as a trade-mark for “amino 
acid preparations for use in the treatment of nutritional disorders.” Use of the 
mark is claimed since February 18, 1944. 

Opposer relies upon its ownership of the trade-mark “Cytamin,” registered 
December 11, 1917, for “medicinal preparations for internal use, said preparations 
consisting of a metabolic stimulant and cell-activating agent particularly useful in 
the treatment of diseases due to deficiency in diet.”” This registration was duly re- 
newed and is still in force. 

No testimony was taken by either party. 

After this case had been decided by the examiner, the Court of Customs and 
Patent Appeals reversed the Patent Office in McKesson & Robbins, Inc. v. Ameri- 
can Foundation for Dental Science, 32 C. C. P. A. 1235, 66 U. S. P. Q. 252, and 
sustained the opposition of the present opposer, based upon the same registration 
here pleaded to registration of the trade-mark “Dent-A-Min” for “concentrated 
medicinal materials for use as food supplements in supplying deficiencies of vitamins 
and minerals.” In the course of its opinion, the court said [35 T.-M. Rep. 262]. 


Unquestionably the products of both parties are medicinal preparations. They are both 
adapted for internal use in the treatment of dietary deficiencies, and as such, in our opin- 
ion, clearly possess the same descriptive properties contemplated by the Trade-Mark Act. 

As to the marks, they differ only in the first syllable. Both are coined expressions and 
in our opinion their concurrent use on the goods of the parties would be likely to cause 
confusion in the mind of the purchasing public both as to origin and as to the goods them- 
selves. 


There are arguable differences between the facts there presented and those of 
the instant case, but the likelihood of confusion would seem to be about equal. In 
each case the products of the parties “are both adapted for internal use in the treat- 
ment of dietary deficiencies,” and the marks are both “coined expressions.” And 
while it is not literally true that the marks of the instant case “differ only in the first 
syllable,” it is my opinion that “Intromin” as nearly resembles “Cytamin” as does 
“Dent-A-Min,” both in sound and in appearance. 

On authority of the cited case the decision of the Examiner of Interferences is 
reversed. 
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SAFEWAY STORES, INCORPORATED v. DUNNELL 
Commissioner of Patents 
April 24, 1946 


TRADE-MARKS—LACHES 
Applicant has been using his mark “Safe Way” since 1933 without opposer, Safeway 
Stores, Incorporated, suing for unfair competition. But failure to sue did not deprive opposer 
of statutory right to oppose the registration of its name as a trade-mark. If there has been 
laches, applicant is the guilty party for he should have applied for registration before “Safe- 
way” through extensive advertising, had come to be regarded by the public as merely op- 
poser’s corporate name. 
TRADE- MARKS—EFFECT OF REGISTRATION 
Registration is prima facie evidence of applicant’s exclusive ownership of the mark as 
applied to all goods of the same class as those named in the registration. 
Goons OF THE SAME DESCRIPTIVE PROPERTIES 


Paper toilet seat covers have the same descriptive properties as toilet tissue and paper 
towels. 


Appeal from Examiner of Interferences. 

Trade-mark opposition No. 23281 by Safeway Stores, Incorporated, against 
Warren W. Dunnell, application, Serial No. 453,099, filed May 19, 1942. From 
decision sustaining opposition, applicant appeals. Affirmed. 


Mida, Richards & Murray, Chicago, Ill., for Safeway Stores, Incorporated. 
Joseph F. Westall, Los Angeles, Calif., and Joseph W. Milburn and John R. Mil- 
burn, both of Washington, D. C., for Dunnell. 


Frazer, F. A. C.: 


This is an appeal from the decision of the Examiner of Interferences sustaining 
the opposition of Safeway Stores, Incorporated, to the application of Warren W. 
Dunnell for registration of a trade-mark for “toilet seat covers.” 

Applicant’s mark is essentially the notation “Safe Way.” The opposition was 
sustained on the ground that the mark constitutes a substantial appropriation of 
opposer’s corporate name. 

In Safeway Stores, Incorporated v. Safeway Opticians, Inc., 584 O. G. 498, 68 
U. S. P. Q. 332, decided since the appeal in the instant case was argued, I found 
that : 


While “Safeway” is not opposer’s complete corporate name, it has nevertheless be- 
come so identified with opposer that it designates opposer to the mind of the public in the 
same manner, albeit to be a lesser degree, as do the letters “RCA” designate Radio Cor- 
poration of America. 


Accordingly, on authority of Radio Corporation of America v. Rayon Corpora- 
tion of America, 31 C. C. P. A. 808, 139 F. 2d 833 [34 T.-M. Rep. 103], I held the 
word nonregistrable. And if “Safeway” is nonregistrable, so of course is “Safe 
Way.” White Cap Co. v. Allied Stores Corporation, 503 O. G. 870, 41 U.S. P. Q. 
554. 








: 
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As stated in the Safeway Opticians case, and as shown by the evidence here: 


Opposer operates a chain of more than two thousand grocery stores, which are scattered 
through half the States of the Union. In them it sells not only groceries, but all such more 
or less related items as the public demands. It has been in business for many years, and 
has come to be widely known merely as “Safeway.” In fact, it has almost invariably used 
that word alone as its name. And while it may not be as universally recognized as is 


Radio Corporation of America, its customers constitute a very considerable portion of the 
American public. 


In that case, as in this, opposer was not dealing in the particular merchandise 
for which registration was sought; but that fact was held to be immaterial. More- 
over, as pointed out by the Examiner of Interferences, opposer does sell such paper 
products as toilet tissue and paper towels, which are clearly of the same descriptive 
properties as applicant’s paper toilet seat covers. 

Applicant has been using his mark since the fall of 1933, and his sales have 
steadily increased. He thus argues that because opposer must have had knowledge 
of such use, it is estopped by laches to maintain this proceeding. Referring to the 
examiner's observation that “opposer could not file an opposition to registration of 
a trade-mark until application for such registration had first been made,” applicant 
says: 

Certainly opposer could not file an opposition until applicant requested registration, 
but during the many years during which applicant had maintained an impregnable title to 


the name “Safe Way” as applied to toilet seat covers, if opposer had been injured in any 
way, opposer should have instituted an unfair competition suit. 


But surely its failure to sue did not deprive opposer of the statutory right to op- 
pose the registration of its name as a trade-mark. Presumably, opposer did not 
object to applicant’s use of the mark ; but the proposed registration would be prima 
facie evidence of applicant’s exclusive ownership of the term “Safe Way,” not only 
as applied to toilet seat covers, but as applied to all other goods of the same class. It 
seems to me that if there has been laches, applicant is the guilty party. If he in- 
tended to register his trade-mark he should have done so, as he might have done, 
before the word “Safeway,” through extensive advertising, had come to be re- 
garded by the public as merely opposer’s corporate name. 

The decision of the Examiner of Interferences is affirmed. 
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STANCO INCORPORATED v. WAVERLY PETROLEUM PRODUCTS 
COMPANY 


Commissioner of Patents 
April 24, 1946 


TRADE- MARKS—AMENDMENT TO THE APPLICATION 
At the hearing on appeal applicant conceded that the description of the goods in the 
application was inept and agreed that it should be amended. Should proposed registration 
finally be allowed, amendment as indicated will be required before the certificate issues. 


TRADE-MarKS—“FLIx” 

Absorbing pads for use in removing oil and grease from the hands and from metal ob- 
jects, held not to be confusingly similar with “Flit,” for a preparation appropriated to 
“liquid cleansing compounds and detergents for use on glass, porcelain, tile, and the like and 
for laundering operation.” 


Appeal from Examiner of Interferences. 

Trade-mark opposition No. 23500 by Stanco Incorporated against Waverly 
Petroleum Products Company, application, Serial Ni. 465,218, filed November 22, 
1943. From decision sustaining opposition, applicant appeals. Reversed. 


Thomas L. Mead, Jr., Nelson J. Jewett, and James Atkins, all of Washington, D. C., 
for Stanco Incorporated. 
Joshua R. H. Potts, Philadelphia, Pa., for Waverly Petroleum Products Company. 


FRAZER, F. A. C.: 


In the above entitled proceeding the Examiner of Interferences sustained the 
opposition of Stanco Incorporated to the application of Waverly Petroleum Prod- 
ucts Company for registration of a trade-mark, and from his decision applicant 
appeals. 

Applicant’s mark is the word “Flix.” The goods to which it is appropriated are 
described in the application as “hand cleaners—namely, absorbing pads used in 
cleaning the hands.” At the hearing on appeal, however, applicant conceded that 
such description is inept, and agreed that it should be amended to read “absorbing 
pads for use in removing oil and grease from the hands and from metal objects.” 
Accordingly, should the proposed registration finally be allowed, amendment as in- 
dicated will be required before the certificate issues. 

The opposition was sustained on the ground that applicant’s mark is confusingly 
similar to a composite mark that is registered to opposer for a preparation that “kills 
flies, mosquitoes, moths, bed bugs, roaches, ants,” but is nevertheless appropriate to 
“liquid cleansing compounds and detergents for use on glass, porcelain, tile, and the 
like and for laundering operations.” The mark is dominated by the word “Flit.” 
Opposer pleaded numerous other registrations of this word, and of marks of which 
it is the essential feature; but many of them were issued to a third party, and of 
those that appear to be owned by opposer none of the rest are for goods that even 
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remotely approach the goods named in the application as to “descriptive properties.” 
And since opposer took no testimony, the peculiar characteristics of its insecticidal 
cleansing compounds are left to the imagination. 

Applicant’s pad is nothing more nor less than a cloth bag, filled with powdered 
fuller’s earth, and so shaped as to be conveniently used in wiping grease from the 
hands and surplus oil from machine parts and equipment. Due to the absorbent 
properties of the powder, a single pad will serve indefinitely. The product is used 
almost exclusively by mechanics and service station attendants, as a substitute for 
rags or cotton waste. Its only function is to remove oil and grease. Broadly speak- 
ing it is a cleaning device, but even so I doubt that it has the same descriptive prop- 
erties as opposer’s liquid cleansing compounds. And in any event, I am convinced 
that it differs therefrom sufficiently to insure against any reasonable likelihood that 
its sale under the trade-mark “Flix” will result in confusion with opposer’s trade- 
mark “Flit.” In my opinion the goods are no more nearly related, and the marks 
are no more nearly similar, than were those involved in Affiliated Products, Inc. v. 
Crazy Water Co., 26 C. C. P. A. 1331, 104 F. 2d 366, and Vick Chemical Co. v. 
Central City Chemical Co., 22 C. C. P. A. 996, 75 F. 2d 517 [179 T.-M. Rep. 25], 
in each of which cases the court held the opposed mark registrable. 

The decision of the Examiner of Interferences is reversed. 


McKESSON & ROBBINS, INCORPORATED v. THE S/A PRODUCTS 
COMPANY 


Comunissioner of Patents 
April 24, 1946 


Trape-Marxs—Act 1905 


“Shave-Aid” is descriptive of styptic sticks and should not be registered under the Act 
of 1905. 


TraADE-MarKS—Goops OF THE SAME DESCRIPTIVE PROPERTIES 
Styptic sticks have the same descriptive properties as shampoo, but goods differ so widely 
in their essential characteristics that their concurrent sale under the marks in question would 
not lead to confusion. 


Appeal from Examiner of Interferences. 

Trade-mark opposition No. 23536 by McKesson & Robbins, Incorporated, 
against The S/A Products Company, application, Serial No. 463,892, filed October 
4, 1943. From decision dismissing opposition and granting registration, opposer 
appeals. Affirmed as to opposition ; reversed as to registration. 


Samuel Herrick, Washington, D. C., for McKesson & Robbins, Incorporated. 
J. Calvin Brown, Los Angeles, Calif., for The S/A Products Company. 


Frazer, F. A. C.: 


McKesson & Robbins, Incorporated, appeals from the decision of the Examiner 
of Interferences dismissing its opposition to the application of S/A Products Com- 
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pany for registration of a trade-mark, and adjudging applicant entitled to the pro- 
posed registration. 

Neither party took testimony, and applicant did not file a brief on appeal nor 
appear for oral argument. 

Applicant’s mark is the notation “Shave-Aid” for “styptic sticks.” The speci- 
mens filed with the application, to “show the trade mark as actually used upon the 
goods,” are samples of the goods themselves. The sticks have precisely the form, 
size and appearance of book matches, with the styptic material forming the match 
head. They are incased in book match covers, sixteen to the book, on which is 
printed the following: 


Convenient and sanitary to use. Eliminates blood stains on towels. Will not leave 
any mark on skin. Nothing wet to put away in shaving kit or medicine cabinet. 


In the application the word “Shave” is disclaimed “apart from the mark as 
shown.” The disclaimer was entered in response to the examiner’s holding that 
the word is descriptive of “a preparation or device designed to be used after the 
shaving operation.” But I think the mark as a whole is even more objectionably 
descriptive than the single word. “Aid,” as a noun, is defined in Webster’s New 
International Dictionary as “one who or that which promotes or helps in some- 
thing done.” Obviously applicant’s product is intended to promote or help in com- 
pleting the task of removing the beard and replacing the divots, and is thus a “shave 
aid” equally with soap, witch hazel and talcum powder, or any other instrumentality 
used in the practice of this particular tonsorial pastime. I do not think the mark 
should be registered under the Act of 1905. 

The opposition is based upon opposer’s ownership of the trade-mark “Shav,” 
previously registered for “shampoo.” I am inclined to agree with opposer that ap- 
plicant’s goods and its own are of the same descriptive properties; but since they 
differ so widely in their essential characteristics, I am unable to believe that their 
concurrent sale under the marks in question would be likely to lead to confusion. 
And certainly the registration does not give opposer a monopoly of the word 
“shave,” as applied to merchandise of which it is aptly descriptive. 

The decision of the Examiner of Interferences dismissing the opposition is af- 
firmed, but his adjudication that applicant 1s entitled to the registration of its mark 
is reversed. 
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present evidence of illegal acts by the defendants either in the present proceeding or under 
a supplemental bill as the District Judge may determine; but it is not intended that the 
plaintiff shall be given leave to reopen the case in any respect as to which the opportunity 
to present evidence has been heretofor accorded in the district court 


eo eeee eee eee eeseee 


IN RE BROCKWAY GLASS COMPANY, INC.—(C. C. P. A.)—If both parts of the 
mark are in the public domain the mark is nonregistrable under the Act of 1905 ........ 


R. C. WILLIAMS & COMPANY, INC. v. WYANDOTTE CHEMICAL CORPORA- 
TION—(Commissioner of Patents) —“B. W. C.” is confusingly similar to “R. C. W..,” 
both have “C” and “W,” although in transfered relation, and initial letters “R” and “B” 
are much alike in appearance 


Cee eee eee eee eee eeeeeeeseeseeeeeeeeeeEeeeeeseeeeeeeeeeeeeee 


WINTHROP CHEMICAL COMPANY, INC. v. ABBOTT LABORATORIES—(Com- 
missioner of Patents)—Registration endows owner with prima facie ownership of its mark 
for all products within description of the goods 


SORTS HHS 6.6010 64.E FO 0 6060.66 0 OO EO 00 GO 


EX PARTE SPERTI, INC—(Commissioner of Patents)—After filing notice of oppost- 
tion, Commissioner of Patents grants request by Examiner of Trade-Marks that jurisdic- 
tion be restored to him to reconsider registrabtlity .........cc cece cc cee cece eeeeeeecees 


EX PARTE CHEMICAL PRODUCTS CORPORATION—(Commissioner of Patents) 
—Applicant has shown that numerous marks consisting in or comprising the word “Vim” 
have been registered “for food and drinks for men and animals,” and argues that “neither 
appellant nor the registrant is now entitled to any exclusive right in connection therewith” 


HUNTINGTON LABORATORIES, INC. v. ONYX OIL & CHEMICAL COMPANY 
—(Commissioner of Patents) —“Oxyxsan” is not suggestive of quaternary ammonium 
antiseptic compound for pharmaceutical purposes ........0cceecccccccccecseeeeeceeeess 


WEST DISINFECTING COMPANY v. OWEN—(Commissioner of Patents)—There is 
not any reasonable likelihood that the current sale of “O-N” cough syrup and “CN” in- 
secticide will confuse the public or deceive purchasers. Respondent adopted his mark in 
good faith, and has used it for nearly twenty years without evidence of confusion. His 
mark is a valuable business asset and its registration should not be lightly canceled ...... 


165 


167 


171 


175 


177 


178 








BROSIOUS v. PEPSI-COLA CO. 147 





PART II 


BROSIOUS v. PEPSI-COLA COMPANY, ert At. 


Circuit Court of Appeals, Third Circuit 
April 19, 1946 


TRADE- MARKS—UNFAIR COMPETITION 
Unqualified right of trade-mark owner to make a contract whereby it sells its product to 
be distributed under reasonable conditions calculated to protect the good reputation of its 
product which is sold under mark is not affected by the interstate or intrastate character of 
the commerce involved. 
It is a long recognized right of a trader engaged in a strictly private business, freely to 
exercise his own independent discretion as to the parties with whom he will deal. 
UNFAIR COMPETITION—J URISDICTION OF CouURTS 
The statutory basis for federal court jurisdiction is that the acts complained of must be 
interstate in character. The court met the contingency by assuming, but specifically noting 
that it was not deciding, that the transaction was in interstate commerce. 


Appeal from District Court for Middle District of Pennsylvania, Watson, D. J. 

Action by William G. Brosious against Pepsi-Cola Company and Cloverdale 
Spring Company for treble damages for violation of Sherman Act. From judgment 
dismissing complaint, plaintiff appeals. Affirmed. 


Miller A. Johnson, Lewisburg, Pa., for plaintiff-appellant. 

Ober, Williams & Stinson, Baltimore, Md., Cloyd Steininger, Lewisburg, Pa., 
Hull, Leiby & Metzger and Walter H. Compton, both of Harrisburg, Pa., Hays, 
Podell & Schilman, New York, N. Y., and Arthur T. Vanderbilt, Newark, N. J., 
for defendants-appellees. 


Before STEPHENS (Sitting by designation from the Ninth Circuit), GoopricH 
and McLaucGu_in, Circuit Judges. 


STEPHENS, C. J.: 


In this action William G. Brosious prays a judgment for treble damages, inter- 
est thereon, and attorney fees, alleging an illegal conspiracy between two corpora- 
tions, Pepsi-Cola Company and Cloverdale Spring Company, defendants. (Anti- 
Trust Laws, 15 U.S. C. A. § 15.) 

At the conclusion of the plaintiff’s case, the trial court granted defendants’ mo- 
tion to dismiss the action, holding that the evidence introduced did not support the 
allegation that a conspiracy had been entered into between the two defendants in 
unreasonable restraint of trade. No decision was made as to the allegation that 
the combined transactions of the two defendants were in interstate commerce. 
Brosious appeals. 

The Pepsi-Cola Company is the owner of the registered trade-name and trade- 
mark “Pepsi-Cola” and is the manufacturer or compounder of a certain “concen- 
trate” or syrup made in conformity with a so-called secret formula, which, when 
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combined with sugar and carbonated water, is bottled and sold as a beverage called 
“Pepsi-Cola.” Pepsi-Cola Company contracted with Cloverdale Spring Company 
as its exclusive bottler and distributor of “Pepsi-Cola” for Pennsylvania and other 
territory. Under the contract the Pepsi-Cola Company sold and shipped its ‘‘con- 
centrate” in ten-gallon containers from Long Island, New York, to the Cloverdale 
Spring Company at Newville, Pennsylvania, where it was warehoused until mixed 
and bottled as the trade demanded the beverage through jobbers, salesmen and 


distributors. 
The contract between Pepsi-Cola Company and Cloverdale Spring Company, 
appointing the latter “. . . its exclusive bottler . . .,”” was in reality an appointment 


as exclusive distributor in the territory named therein for the trade-marked soft 
drink called “Pepsi-Cola.” Briefly stated, the contract provides for the following: 
The distributor must comply with law; confine its representations to those author- 
ized by Pepsi-Cola Company ; purchase the concentrate, the bottles, bottle caps and 
labels used at fixed prices from Pepsi-Cola Company ; mix the ingredients exactly 
and only as directed by Pepsi-Cola Company ; “push vigorously” the wholesale out- 
put of “Pepsi-Cola” at a price fixed by “Pepsi-Cola” “to the satisfaction of Pepsi- 
Cola”; and distribute only Cloverdale products. The contract is assignable upon 
approval of both parties to it. 

For a period of about six years or until April, 1941, Cloverdale sold bottled 
“Pepsi-Cola” to Brosious for cash at its plant at Newville, Pennsylvania, who re- 
sold and distributed it in territory prescribed by Cloverdale within the State of 
Pennsylvania. Brosious also purchased and resold non-alcoholic beverages other 
than “Pepsi-Cola.” Sometime in April, 1941, Cloverdale refused to continue sup- 
plying “Pepsi-Cola” to Brosious. Negotiations ensued, in which Cloverdale de- 
manded that Brosious should take at least three counties in Pennsylvania in addi- 
tion to his former territory, paint his trucks a prescribed color and distribute only 
the products of Cloverdale. Brosious did not approve of these requirements and 
took his objections to the officers of Pepsi-Cola Company in New York but to no 
purpose. He was informed, however, that it was not the policy of Pepsi-Cola Com- 
pany to tell their “franchise bottlers” what to do, but that when sales drop off in 
any particular territory, it “steps in,” and that it follows the policy of backing up its 
franchise bottlers and would do so in this case. Brosious refused the proposals 
and thereafter brought this action, claiming that appellees were acting in conspiracy, 
and contrary to the law as provided in the Sherman Anti-Trust Act, “. . . to pro- 
cure, monopolize and keep within their control to the greatest extent possible . . .” 
the wholesale distribution of “Pepsi-Cola” syrup. 

At the beginning it is well to note that there is no interlocking directorate or other 
financial connection as existing between Cloverdale and “Pepsi-Cola.” 

The relief prayed for is based upon 15 U. S. C. A. § 15, which provides: “Any 
person who shall be injured in his business or property by reason of anything for- 
bidden in the anti-trust laws may sue therefor in any district court of the United 
States in the district in which the defendant resides or is found or has an agent, 
without respect to the amount in controversy, and shall recover threefold damages 
by him sustained, and the cost of suit, including a reasonable attorney’s fee.” 
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Section 1 of the Sherman Act (15 U.S. C. A. §1) provides: “Every contract, 
combination in the form of trust or otherwise, or conspiracy, in restraint of trade 
or commerce among the several States, or with foreign nations, is hereby declared 
to be illegal; ...” Section 2 of the Act (15 U. S. C. A. §2) provides: “Every 
person who shall monopolize, or attempt to monopolize, or combine or conspire with 
any other person or persons, to monoplize any part of the trade or commerce among 
the several States, or with foreign nations, shall be deemed guilty of a misdemeanor.” 

It will be noted from the above sections of the anti-trust laws that the combina- 
tions, acts in restraint of trade, or conspiracy must be concerned with “commerce 
among the several States, or with foreign nations.” Brosious alleges and argues 
that Cloverdale’s refusal to sell “Pepsi-Cola” to him except under the terms here- 
inbefore set out, together with the “Pepsi-Cola’s” treatment of the situation when 
he presented it to its officers in New York, all in the light of the contract existing 
between Cloverdale and “Pepsi-Cola,” constitutes a conspiracy condemned by the 
Sherman Act. “Pepsi-Cola” and Cloverdale contend on the contrary that there is 
nothing in the situation touching interstate commerce and that there is no con- 
spiracy in the premises, nor has there been any act performed by either or both 
appellees tending to unreasonably restrict trade or commerce. 

It appears to us that the first detail to be considered in determining whether or 
not the facts of the case constitute interstate commerce, or whether or not the facts 
show an illegal restraint of trade, is the interrelation of “Pepsi-Cola” and Clover- 
dale. As we view it, there is nothing in the evidence which by any reasonable 
interpretation tends to or supports an inference that “Pepsi-Cola” and Cloverdale 
were acting in concert in refusing to sell to Brosious. “Pepsi-Cola” and Clover- 
dale are two entirely separate and distinct enterprises. It is not asserted that “Pepsi- 
Cola” is without the unqualified right to make a contract whereby it sells its prod- 
uct to be distributed under reasonable conditions calculated to protect the good 
reputation of its product which is sold under a copyrighted name. And this right 
is not affected one way or another by the interstate or intrastate character of the 
commerce involved. The citation of a very few authorities will suffice upon this 
point. 

In Great Atlantic & Pacific Tea Co. v. Cream of Wheat Co., 227 F. 46, 49 
(CCA 2, 1915), the right to sell to none or to all is upheld. “Before the Sherman 
Act it was the law that a trader might reject the offer of a proposing buyer, for any 
reason that appealed to him; it might be because he did not like the other’s business 
methods, or because he had some personal difference with him, political, racial, or 
social. That was purely his own affair, with which nobody else had any concern. 
Neither the Sherman Act, nor any decision of the Supreme Court construing the 
same, nor the Clayton Act, has changed the law in this particular. We have not yet 
reached the stage where the selection of a trader’s customers is made for him by 
the government.” See Jax Beer Co. v. Redfern, 124 F. 172 (CCA 5, 1941). 

In Union Pacific Coal Co. v. United States, 173 F. 731, 740 (CC, 1909), it is 
said: “If its necessary effect of a combination to engage in or conduct interstate or 
international commerce is but incidentally and indirectly to restrict competition 
therein, while its chief result is to foster the trade and to increase the business of 
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those who make and operate it, it does not fall under the ban of this [anti-trust] 
law. [Authorities cited.]” 

It is the right, long recognized, of a trader engaged in a strictly private business, 
freely to exercise his own independent discretion as to the parties with whom he 
will deal. United States v. Colgate & Co., 250 U. S. 300, 307 (1919) ; Mennen Co. 
v. Federal Trade Commission, 288 F. 774, 780 (CCA 2, 1923) ; Wholesale Grocers’ 
Ass'n v. Federal Trade Commission, 277 F. 657, 664 (CCA 5, 1922); Coca-Cola 
Bottling Co. v. Coca-Cola Co., 269 F. 796 (DC Del. 1920) ; J. B. Lippincott Co. v. 
Federal Trade Commission, 137 F. 2d 490, 495 (CCA 3, 1943) ; Pittsburgh Plate 
Glass Co. v. Jarrett, 42 F. Supp. 723, 734 (DC Ga. 1942). 

We conclude that the contract between the appellee corporations, independent 
of the interstate commerce, was not of itself offensive to the monopoly phase of 
the Sherman Act. 

Brosious, upon meeting with the situation described, appealed to officers of 
Pepsi-Cola Company, and he contends that the treatment accorded him, together 
with the contract and the refusal of Cloverdale to sell to him, proves the conspiracy 
alleged. 

We are unable to make anything more out of the interviews with “Pepsi-Cola” 
officials than that they do not interest themselves with the distributor’s business so 
long as he adheres to the contract and the volume of business is regarded by them 
as satisfactory. Such a policy is not unusual and is simply good business in a com- 
petitive economy. See Arkadelphia Miiling Co. v. St. Louis S. W. Ry. Co., 249 
U. S. 134 (1919). We are entirely in accord with the trial judge, in saying, “it is 
my opinion that the evidence will not support a finding, that a conspiracy existed 
between The Cloverdale Spring Company and Pepsi-Cola Company pursuant to 
which sales of ‘Pepsi-Cola’ to the plaintiff were discontinued.”” And we repeat that 
there is no evidence in the record of any monopolistic practice or unreasonable re- 
straint of trade, interstate or intrastate, in the operation of the two corporations 
under the contract. 

In reaching its decision the trial court was fully aware of the fact that to pass 
upon the point, the jurisdictional question must be passed in some manner. The 
statutory basis for federal court jurisdiction is that the acts complained of must be 
interstate in character. The court met the contingency by assuming, but specifically 
noting that it was not deciding, that the transaction was in interstate commerce. 
The authorities cited by the court in support of its decision that there was no con- 
spiracy are Apex Hosiery Co. v. Leader, 310 U. S. 469, 500 (1940) ; Trenton Pot- 
teries Co. v. United States, 300 F. 550, 553 (CCA 2, 1924) ; Whitwell v. Continental 
Tobacco Co., 125 F. 454 (CCA 8, 1903), and others. 

We regard it as desirable to decide whether or not the transitional steps from 
shipment of the syrup to delivery of the bottled beverage to Brosious under the 
““Pepsi-Cola”-Cloverdale contract of their total, compromise an instance of inter- 
state commerce. Some, if not all, of the authorities used herein, as to the monopo- 
listic issue, are more or less applicable to the interstate issue, and we wish them 
considered in conjunction with those which follow. 
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The contract here in question was made in Pennsylvania. The concentrate, a 
principal ingredient of the completed article of commerce, was shipped from New 
York to warehouse in Pennsylvania, where the article of trade was compounded 
and packaged. Did the interstate movement of the concentrate end when the ten- 
gallon containers of concentrate were received at Cloverdale Spring Company’s 
plant ; or did it, in its transition with other substances into a bottled and labeled 
beverage sold to the trade, continue in the flow of interstate commerce? We are of 
the opinion that the interstate movement ended with the containers resting in Clover- 
dale’s warehouse. 

We find the following language in the Supreme Court’s opinion in Schechter 
Corporation v. United States, 295 U. S. 495, 543 (1935): “. .. The mere fact that 
there may be a constant flow of commodities into a state does not mean that the 
flow continues after the property has arrived and has become commingled with the 
mass of property within the state and is there held solely for local disposition and 


” 


USE... 

The case of Lipson v. Socony Vacuum Corporation, 87 F. 2d 266, 267 (CCA 1, 
1937), is one for treble damages under the Sherman Act, alleging discrimination in 
price. The court said: “. . . all gasoline brought into the northeastern territory by 
the defendants [from one state into another] remains in interstate commerce until 
it is delivered into storage tanks of the retailer. While it is clear that the defendants 
must keep a supply on hand in their storage tanks to meet the fluctuations of de- 
mands of retailers, an anticipated demand by retail customers is not sufficient to 
render shipments a transaction in the course of interstate commerce until delivered 
to the customer whenever a demand arises. . . .” 

There is apt language in Jewel Tea Co. v. Williams, 118 F. 2d 202, 207 (CCA 
10, 1941), “Where goods are ordered and shipped in interstate commerce to meet 
the anticipated demands of customers without a specific order therefor from the 
customer and the goods come to rest in a warehouse, the interstate commerce ceases 
when the goods come to rest in the state. It does not continue until the demand 
eventuates in the form of an order and the merchandise is delivered to the retailer.””! 

Again the following in Walling v. Goldblatt Bros., 128 F. 2d 778, 782 (CCA 
7, 1942), is said: “. . . Here, once the goods reached the warehouse, they assumed 
a wholly local character. The function of the warehouses was to furnish activities 
and means for the conduct of a relatively local retail business conducted by one com- 
pany. This function was that of an ordinary warehouse for a retail establishment 
and bears no resemblance to a ‘throat’ or a ‘current of commerce.’ Upon delivery 
to the warehouse, interstate commerce ceased. . . .”” 


1. Higgins v. Carr Brothers Co., 317 U. S. 572, 574 (1942) ; Chicago, Milwaukee & St. Paul 
Ry. Co. v. State of Iowa, 233 U. S. 334, 342-343 (1913); Kautar v. Garchell, 150 F. 2d 47, 49 
(CCA 8, 1945); Atlantic Coast Line R. Co. v. Standard Oil Co. of New Jersey, 12 F. 2d 541 
(CCA 4, 1926); C. S. Smith Metropolitan Market Co. v. Food & Grocery Bureau of Southern 
California, Inc., 33 F. Supp. 539 (DC Cal. 1939). 

2. Atlantic C. L. R. R. v. Standard Oil Co., 275 U. S. 257 (1927) ; Winslow v. Federal Trade 
Commission, 277 F. 206 (CCA 4, 1892), certiorari denied 258 U. S. 618; Gerdert v. Certified 
Poultry & Egg Co., 38 F. Supp. 964 (DC Fla. 1941). 
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It has been stated that interstate commerce terminates at a point where the parties 
concerned intended that it should end, i.e., it ceases at the point of its destination 
and has been delivered to the consignee. See Danciger v. Cooley, 248 U. S. 319 
(1919) ; Binderup v. Pathe Exch., 263 U. S. 291 (1923). When a substance is 
transported from one state into another, the interstate movement ends with the 
delivery of that substance to a distributing company. Subsequent sales and deliveries 
to customers of such company constitute intrastate commerce. East Ohio Gas Co. 
v. Tax Comm., 283 U. S. 465, 471 (1931) ; State v. Bartles Oil Co., 132 Minn. 138, 
155 N. W. 1035 (1916). Also, see “original package” cases, Burke v. Wells, 208 
U.S. 14 (1908) ; State v. C. C. Taft Co., 183 Iowa 548, writ of error dismissed 
in 252 U. S. 569 (1920) ; Baltimore & O. R. Co. v. United States, 15 F. Supp. 674 
(DCN. Y. 1936). See Rottschaffer on Constitutional Law, p. 321. 

Appellant relies heavily upon Bedford Co. v. Stone Cutters Ass'n, 274 U.S. 37 
(1927). We think that case does not help appellant upon any point. Workmen 
refused to handle building stone produced in an out-of-state quarry and were met 
with an injunction. The stone had come to rest after shipment in interstate com- 
merce. The strikers had no direct objection to handling the stone on hand, and it 
was not claimed in the case that the refusal to handle it was of itself illegal. The 
strikers refused to handle it because such action would decrease the demand for 
further supply of stone, with the probable, or hoped for, result of forcing better 
working conditions for fellow workmen in the quarry through economic pressure. 
The very means employed directly affected and retarded the natural flow of inter- 
state commerce. In our case the contract between the corporations was for the 
purpose of sustaining or increasing the demand for the beverage in a competitive 
market, and not in any way to effect a monopoly in the beverage trade. Neither 
the terms of the contract nor the proved action under it impresses Cloverdale’s deal- 
ings with Brosious with the status of interstate commerce. 

We hold that the transactions complained of in the instant case were not in inter- 
state commerce, that they did not illegally restrain or restrict trade, or end to create 
monopoly, that there was no illegal agreement between defendants, and that de- 
fendants committed no acts in the nature of a conspiracy to violate the anti-trust 
or other laws. 


Taken as a whole the action appears to be based upon a private controversy 
rather than upon one affecting the public as such, a necessary element of the laws 
which are herein attempted to be invoked. 

Affirmed. 
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MAGITEX COMPANY, INC. v. JOHN HUDSON MOORE, INC. 
Court of Customs and Patent Appeals 


Decided March 6, 1946 
Released April 11, 1946 


TRADE-M ARKS—EVIDENCE 
It is a matter of common knowledge that the ordinary person in making a purchase of 
such an article as after shaving lotion is not likely to remember, nor is he bound to look for 
and analyze, the details of the respective marks and labels of competing vendors, even if he 


should happen to know as a matter of fact that there are competing vendors. 
TRADE-MArRKS—Nor DESCRIPTIVE 


“Man” is not descriptive of after shaving lotion, hair lotion and talcum powder. 
OpposITION—CONSIDERATION OF MARKS OF THIRD PARTIES 


Citation of decisions involving other marks is of little value in opposition since each case 
must rest on own distinctive facts. 
TRADE- MARKS—CONFUSINGLY SIMILAR 
“Huntsman” is confusingly similar to “Sportsman.” 


Appeal from Commissioner of Patents; 62 U.S. P. Q. 170. 

Trade-mark opposition No. 22393 by John Hudson Moore, Inc., against Magi- 
tex Company, Inc., application, Serial No. 456316, filed Oct. 21, 1942. From de- 
cision sustaining opposition, applicant appeals. Affirmed. 


M. E. Jones, Washington, D. C., for appellant. 
Jones & Roe (Edward G. Roe of counsel) both of New York, N. Y., for appellee. 


O’CONNELL, J.: 


This is an appeal from the decision of the Commissioner of Patents, acting 
through the First Assistant, 62 U. S. P. Q. 170, affirming the decision of the Ex- 
aminer of Trade-Mark Interferences sustaining the opposition of appellee to the 
application of appellant filed October 21, 1942, for registration of the word ‘‘Hunts- 
man,” continuously used by appellant since July 1, 1942, as a trade-mark for after 
shaving lotion. 

In its notice of opposition appellee relies upon its ownership of the trade-mark 
“Sportsman,” registered on December 23, 1941, for after shaving lotion, hair lo- 
tion, and talcum powder. 

The opposition is based upon that proviso to section 5 of the Trade-Mark Act 
of February 20, 1905, which states “The trade marks which . . . so nearly resem- 
ble a registered or known trade mark owned and in use by another and appro- 
priated to merchandise of the same descriptive properties as to be likely to cause 
confusion or mistake in the mind of the public or to deceive purchasers shall not be 
registered.” 15 U.S. C. Sec. 85 (b). 

The goods are identical in part and is not here disputed that the merchandise is 
of the same descriptive properties or that ownership and priority of use of appellee’s 
trade-mark reside in appellee. 
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The sole point to be determined therefore is whether the contested marks when 
concurrently used by the parties on identical merchandise or merchandise of the 
same descriptive properties so nearly resemble each other as to be likely to cause 
confusion or mistake in the mind of the public or to deceive purchasers as to the 
origin of the goods. 

Appellant contends that each of the marks ends in the identical word “Man,” 
being a part of the final letters “tsman” ; and that— 

... Said “Man” has no trade mark significance of value, and is descriptive as the goods 


for both parties are used only by men. This leaves for comparison “Sports” or “Sport” 
of Opposer-Appellee, and “Hunts” or “Hunt” of Applicant-Appellant. 


It is a matter of common knowledge that the ordinary person in making a pur- 
chase of such an article as after shaving lotion is not likely to remember, nor is he 
bound to look for and analyze, the details of the respective marks and labels of com- 
peting vendors, even if he should happen to know as a matter of fact that there 
are competing vendors. It may be noted also that under modern methods of mer- 
chandising a purchaser of the goods may frequently have no opportunity to make 
such an examination and comparison. 

3efore the tribunals of the Patent Office the contested words were considered 
as a whole and it was correctly pointed out by the Examiner of Trade-Mark Inter- 
ferences that the words “Huntsman” and “Sportsman,” because of the identity in 
their last five letters, have certain similarities in sound and appearance. Further- 
more, Webster’s International Dictionary (1939) was correctly quoted by the 
examiner to define “sportsman” as “one who practices the sports of the field, espe- 
cially hunting or fishing” ; and Funk & Wagnalls New Standard Dictionary (1930) 
was also quoted in defining “‘sportsman” as “‘a person who engages in field sports ; 
also a hunter of big game.” 

Appellant urges, among other things, that both the examiner and the commis- 
sioner in utilizing this “restricted definition” in the case at bar failed to evaluate 
the marks in their true atmosphere and environment. Appellant points out that the 
word “Sport” or “Sports” forms the dominant part of appellee’s mark and “one 
can select from many definitions, perhaps fifty or more, found in columns of per- 
haps four, six or seven inches, approximately, in depth, and found in Funk & 
Wagnalls’ Company Dictionary . . . as well as in Webster’s New International 
Dictionary. ...” Appellant then proceeds to cite other dictionary definitions to 
show different meanings of the word “sportsman.” 

The meanings attributed to the contested words by the tribunals of the Patent 
Office are the generally accepted definitions of the words as they are used here. 
If there is any doubt as to the meaning of the word “Sportsman” as it is used in 
appellee’s mark, however, its meaning is positively established by the interpretation 
of the word as defined by appellee. 

The accompanying drawing and specimen of appellee’s mark, as actually used 
upon its goods, graphically depicts on the face of the mark the distinctive figure of a 
mallard duck rising on the wing from a marsh or swamp extending into the back- 
ground. Beneath that illustration is the word “Sportsman,” capitalized. 








a 
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The accompanying drawing and specimen, as actually used upon its goods and 
as submitted by appellant with his application for registration, depict on the face 
of the mark a hunter with his gun raised while an accompanying dog is depicted in 
the act of pointing. Overhead a duck is depicted in flight and in the background a 
group of pine trees are disclosed against the horizon. Obliquely across the top of 
the mark the word ‘“‘Huntsman” is written in large letters. 

It is apparent from the description of the contested marks, as hereinbefore 
noted, that the term “huntsman” as it is used by appellant has the same general 
significance in meaning as appellee’s term “‘sportsman.” 

Appellant’s contention that the syllable “Man,” which is the ultima common to 
both words, is but descriptive and therefore not subject to exclusive appropriation 
by appellee is without merit. The ordinarily accepted and primary meaning of the 
word “‘man”’ is that he is a human being and an adult male person as distinguished 
from a woman or child. The word is in no way descriptive of the merchandise here 
involved. See Jn re One Minute Washer Company, 25 C. C. P. A. (Patents) 978, 
95 F. 2d 517, 37 U.S. P. Q. 203. 

Appellant in support of its position here devotes several pages of its brief to 
the citation of decisions of the court in litigation involving other trade-marks. The 
citation of such cases is of little value, however, in an opposition proceeding for the 
reason that each case must rest upon its own distinctive facts. See Lactona, In- 
corporated v. Lever Brothers Company, 32 C. C. P. A. (Patents) 704, 144 F. 2d 
891, 63 U. S. P. QO. 62; McKesson & Robbins, Inc. vy. American Foundation For 
Dental Science, 32 C. C. P. A. (Patents) 1235, 150 F. 2d 420, 66 U.S. P. Q. 252. 

The respective marks considered as a whole so nearly resemble each other in 
sound, meaning, and appearance as to be likely in our opinion to cause confusion in 
the mind of the public as to the origin of the goods when concurrently used by the 
parties on goods of the same descriptive properties. 

The decision of the Commissioner of Patents is accordingly affirmed. 





McKESSON & ROBBINS, INC. v. THE VAD CORPORATION 
Court of Customs and Patent Appeals 
Decided March 6, 1946 
Released April 11, 1946 


TRADE-M ARKS—OPPOSITION—PLEADING AND PRACTICE 

Applicant’s answer to notice of opposition has placed in issue the question of appellant’s 
ownership of the mark “Vadco” and it is incumbent upon appellant to prove same. 

The appellant has filed an official copy of the registration issued to a third party pleaded 
in the notice of opposition; although copy is stamped “Renewed” there is nothing on the 
copy to indicate when or by whom it was renewed, nor is there any evidence that opposer 
acquired ownership of, or interest in, the business of the third party. 


Appeal from Commissioner of Patents; 62 U. S. P. Q. 386. 
Trade-mark opposition No. 22489 by McKesson & Robbins, Inc., against The 
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Vad Corporation, application, Serial No. 456328, filed Oct. 21, 1942. From de- 
cision dismissing opposition, opposer appeals. Affirmed. 


Samuel Herrick, Washington, D. C., for appellant. 

Mock & Blum, New York, N. Y. (Asher Blum, Hugo Mock and Alex Friedman, 
all of New York, N. Y., and Charles R. Allen, Washington, D. C., of counsel) 
for appellee. 


GarreETT, P. J.: 


This is an appeal from the decision of the Commissioner of Patents (speaking 
through the first Assistant Commissioner), 62 U. S. P. Q. 386, affirming that of 
the Examiner of Trade-Mark Interferences dismissing appellant’s notice of opposi- 
tion to appellee’s application for registration of the notation “Vad,” printed with 
fanciful type, as a trade-mark for use on lipsticks and cleansing creams, and hold- 
ing appellee entitled to the registration sought. 

Appellee’s application was filed in the Patent Office October 21, 1942, use of the 
mark being therein alleged “since October 15, 1942.” Notice of the application was 
published in the Official Gazette of March 2, 1943, and appellant filed notice of 
opposition March 31, 1943. 

In the notice of opposition appellant alleged ownership and use of a registered 
mark consisting of the word “Vadco,” applied as a trade-mark to certain articles 
of merchandise, asserted to be of the same descriptive properties as lipsticks and 
cleansing creams. The registration so relied upon is registration No. 120,648, a 
“soft copy” of which was filed with, and “as a part’ of, the notice. 

Appellant specifically alleged— 

2. That Opposer secured registration of said mark in the U. S. Patent Office on Feb. 
19, 1918, per certificate No. 120,648, a soft copy of which is filed herewith and as a part 
hereof; that said registration is now owned by Opposer, and is in full force and effect, 
having been renewed in 1938. 

3. That Applicant’s alleged trade-mark consists of the word “Vad,” which is so simi- 
lar to Opposer’s trade-mark as to be likely to cause confusion in the minds of the public, 
and to deceive purchasers. Opposer states that the goods upon which Applicant alleges 
his mark to be applied have the same descriptive properties as Opposer’s goods; hence 
that Opposer would be injured by its registration. 


In its answer to the notice of opposition appellee stated inter alia: 


Applicant, The Vad Corporation, answering the notice of opposition herein, denies each 
and every allegation in said notice of opposition except as hereinafter admitted or specific- 
cally avoided. 

2. It admits the issuance of Reg. No. 120,648 on February 19, 1918, but is without any 
knowledge as to the renewal thereof or the ownership by opposer. 

3. It denies each and every allegation contained in paragraph 3 of the notice of opposi- 
tion. 


Appellee thus placed in issue the question of appellant’s ownership of the mark 
“Vadco” and it became incumbent upon appellant to prove same. So far as dis- 
closed by the record, appellant made no effort to make such proof. It took no testi- 
mony, nor did it introduce any evidence of any character. 
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The copy of registration No. 120,648 filed with, and ‘“‘as a part” of, the notice 
of opposition discloses that the certificate of registration was issued to “Van Ant- 
werp’s Drug Corporation, Inc., of Mobile, Alabama,” February 19, 1918. Upon 
the copy is stamped “Renewed.” There is nothing on the document to indicate 
when it was renewed, nor at whose instance it was renewed. 

Furthermore, there is no evidence in the record that appellant ever acquired 
ownership of, or any interest in the business of, Van Antwerp’s Drug Corporation, 
Inc. It is not even alleged in its notice of opposition that it did so. In fact, it made 
no reference whatsoever to the Van Antwerp’s Drug Corporation, Inc., in its notice 
of opposition. 

Upon the state of the record so outlined, the Examiner of Trade-Mark Inter- 
ferences held that appellant had not established a right to oppose appellee’s registra- 
tion, saying, inter alia: 


The Opposer [appellant here] has filed an official copy of the registration pleaded in 
the notice of opposition; however, it appears that this registration issued to a stranger to 
this proceeding and no proofs have been submitted in support of opposer’s claim of owner- 
ship thereof. The registration, accordingly, is incompetent as evidence of use or ownership 
of the mark by the opposer and in the absence of any other evidence upon that issue, the 
examiner is in agreement with the applicant that the opposer lacks the right to herein con- 
test the question of likelihood of confusion in trade. 


The commissioner affirmed the foregoing decision, saying, inter alia: 


The registration pleaded by opposer was issued to Van Antwerp’s Drug Corporation, 
Inc. Because opposer failed to prove its alleged ownership of the registration, or of the 
registered mark, the Examiner of Interferences very properly held “that the opposer lacks 
the right to herein contest the question of likelihood of confusion in trade;” and so dis- 
missed the opposition and “adjudged that the applicant is entitled to the registration for 
which it has made application.” 


It is obvious that the decisions of the respective tribunals of the Patent Office, 
holding that appellant had failed to establish any right to oppose appellee’s applica- 


tion for registration and, for that reason, dismissing appellant’s notice of opposi- 
tion, were correct. 


The decision of the commissioner is affirmed. 





EX PARTE JULETTE ORIGINALS 


Commissioner of Patents 


April 18, 1946 


TRADE- MARKS—SAME DESCRIPTIVE PROPERTIES 
Dresses have same descriptive properties as ladies hosiery, negligees, underwear for men, 
women, and children, and sleeping garments for men, women, and children, namely pajamas, 
nightgowns, bed jackets, and night caps. 
TRADE-MARKS—CONFUSING SIMILARITY 


“Julette” is confusingly similar to “Juliette.” 
APPEALS AND PETITIONS TO COMMISSIONER OF PATENTS—PLEADING AND PRACTICE 
On appeal from refusal of 1905 Act registration, applicant’s request that examiner be 
authorized to accept amendment of drawing to disclose mark as displayed on labels and be 
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directed to grant registration under 1920 Act, is deemed. These are matters for considera- 
tion by the examiner in the first instance, which may not properly be adjudicated on the 
present appeal. 


Appeal from Examiner of Trade-Marks 

Application for registration of trade-mark of Julette Originals, Serial No. 
474333, filed Sept. 18, 1944. From decision refusing registration, applicant appeals. 
Affirmed. 


G. H. Braddock, Minneapolis, Minn., for applicant. 
Frazer, F. A. C.: 


Applicant appeals from the refusal of the Examiner of Trade-Marks to register 
the word “Julette,” under the provisions of the Act of February 20, 1905, as a 
trade-mark for “dresses.” 

Registration was refused in view of two prior registrations of the word 
“Juliette,” one for “ladies’ hosiery,” and the other for “underwear for men, women, 
and children; and sleeping garments for men, women, and children—namely, pa- 
jamas, nightgowns, bed jackets, and night caps; negligees.”” Unquestionably these 
goods are of the same descriptive properties as applicant’s dresses. Jn re Laskin 
Brothers, Inc., 32 C. C. P. A. 820, 146 F. 2d 308 [34 T.-M. Rep. 51]. And in my 
opinion the terms “Julette’ and “Juliette” are so nearly alike in sound and appear- 
ance that their concurrent use as trade-marks on such goods would be likely to con- 
fuse the public and to deceive purchasers. Jn re American Fork & Hoe Co., 32 
C.C. P. A. 771, 146 F. 2d 510 [35 T.-M. Rep. 21]. 

To applicant, “it seems wholly inconsistent to reject the trade-mark of the appli- 
cation on duplicate references.” But the only inconsistency resides in the existence 
of duplicate registrations for similar merchandise, and applicant’s “right of regis- 
tration .. . may not be determined by the actions had in those cases.” Jn re Sears, 
Roebuck & Co., 30C. C. P. A. 710, 146 F. 2d 341 [33 T.-M. Rep. 80]. 

Unless the examiner is reversed, applicant requests that he “be authorized to 
accept amendment of the trade-mark drawing to disclose ‘Julette Originals,’ dis- 
played as on the applicant’s labels, and directed to grant registration under the Act 
of 1920.’ Obviously, these are matters for consideration by the examiner in the 
first instance, which may not properly be adjudicated on the present appeal. 

The decision is affirmed. 


N. A. SHEAFFER PEN CO. v. AMERICAN LEAD PENCIL CO. 


Commissioner of Patents 


April 18, 1946 
TRADE-MARKS 
Opposer has used the same mark since 1931 for mechanical pencils and fountain pens. 
Applicant registered mark in 1920 for lead pencils. Lead pencils have same descriptive 
properties as mechanical pencils and fountain pens and applicant is entitled to register mark 
for the same goods on which use began in 1943. Confusion is of opposer’s making: remedy 
is for the opposer to adopt a different mark. 





SHEAFFER PEN CO. v. AMER. LEAD PENCIL CO. 


TrADE-MArRKS—Nor DESCRIPTIVE 
“Autograph” is not descriptive of lead pencils, mechanical pencils, and fountain pens. 


Appeal from Examiner of Interferences. 

Trade-mark opposition No. 23187 by W. A. Sheaffer Pen Company against 
American Lead Pencil Company, application, Serial No. 465174, filed Nov. 20, 
1943. From decision dismissing opposition, opposer appeals. Affirmed. 


Wilbur K. Olson, Fort Madison, lowa, and Thiess, Olson & Mecklenburger, Chi- 
cago, Ill., for W. A. Sheaffer Pen Company. 

Pennie, Edmonds, Morton & Barrows, New York, N. Y., for American Lead Pen- 
cil Company. 


FRAZER, F. A. C.: 


W. A. Sheaffer Pen Company appeals from the decision of the Examiner of 
Interferences dismissing its opposition to the application of American Lead Pencil 
Company for registration of the word “Autograph,” claimed to have been used 
since November 8, 1943, as a trade-mark for “mechanical pencils and fountain 
pens.” 

Opposer has used the same mark on the same goods since 1931. Applicant, 
however, registered the mark in 1920 for lead pencils, and the registration has been 
renewed. It would seem to follow that if lead pencils have the same descriptive 
properties as mechanical pencils and fountain pens applicant is entitled to the regis- 
tration here opposed. For while it is obvious that confusion would be likely to 
result from the concurrent sale by both parties of identical merchandise under iden- 
tical ‘trade-marks, the situation is of opposer’s making, and the remedy that imme- 
diately suggests itself is opposer’s adoption of a different mark. 

This case is clearly distinguishable from California Packing Corporation v. Till- 
man & Bendel, 17 C. C. P. A. 1048, 40 F. 2d 108 [18 T.-M. Rep. 589], cited and 
relied on by opposer. The point really decided there was that the applicant for 
registration did not own the trade-mark in question for merchandise of the same 
descriptive properties as that for which the mark had been registered by the opposer. 
Had the applicant established such ownership of the mark, the opposer’s registra- 
tions would have been subject to cancellation. Cluett, Peabody & Co. v. Wright, 
18 C.C. P. A. 937, 46 F. 2d 711. And the present opposer has no registration. 

But opposer argues with apparent earnestness that lead pencils do not possess 
the same descriptive properties as mechanical pencils and fountain pens. This 
argument for the most part is predicated upon the fallacious assumption that all 
mechanical pencils and fountain pens are relatively expensive, and are therefore 
displayed, sold, and purchased with the thoughtful care usually exercised in the 
sale and purchase of jewelry. That is true of opposer’s “Autograph” pens and 
pencils. But the record discloses, and it is a matter of common knowledge, that 
there are on the market similar items, of inferior quality, selling for prices com- 
parable to that of the ordinary lead pencil. And if a ten-cent mechanical pencil, 
or a fifty-cent fountain pen, has the same descriptive properties as a wooden pencil, 
then so do opposer’s gold-trimmed sets that retail for thirty-five dollars. Regard- 
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less of price, they are all pens and pencils; and to say that the cheap ones differ as 
to descriptive properties from those that are costly would be as unreasonable as to 
say that the descriptive properties of a dollar watch are not the same as those of a 
watch worth a thousand dollars. 

In opposer’s brief it is said: 

But in the last analysis, the public is the best judge of whether or not goods are of 
the same descriptive properties, and for fourteen years the public has purchased appli- 
cant’s “Autograph” lead pencils and opposer’s “Autograph” fountain pens and mechanical 
pencils without there having occurred a single instance of confusion. Presumably many 
a prospective purchaser has gone into a store and asked for an “Autograph” fountain 


pen or mechanical pencil and it is certain that on no occasion was he ever handed an 
“Autograph” lead pencil. 


That is precisely the type of reasoning that was repudiated by the court in Cali- 
fornia Packing Corporation v. Tillman & Bendel, supra. The rule that is now gen- 
erally accepted was stated by the Court of Appeals of the District of Columbia in 
Oppenheim, Oberndorf & Co. v. President Suspender Co., 55 App. D. C. 147, 3 
F. 2d 88, in the following language: 

It may be said in general that if goods are such that the purchasing public, seeing them 
sold under the same mark, will believe that they have the same commercial origin in point 


of manufacture or marketing, it follows that they will be regarded as of the same descrip- 
tive properties. 


And if the owner of an “Autograph” fountain pen or mechanical pencil should 
purchase an “Autograph” lead pencil, I think he would almost inevitably attribute 
a common origin to the two articles. 

Opposer’s use of the word “Autograph” is asserted to have been descriptive of 
its pencils and pens, “because they bear the autograph of the owner ;’ and the argu- 
ment is made that: 

For this reason alone registration should be denied, and it is no answer to say that the 


point was not raised before the examiner, for in refusing registration the Patent Office is 
not limited to a consideration of the precise questions presented in an opposition. 


But however that may be, the word is not descriptive of applicant’s goods. As 
used by applicant it is a technical trade-mark, and was so registered long years be- 
fore opposer’s allegedly descriptive use began. Moreover this contention is wholly 
inconsistent with the notice of opposition, where trade-mark use by opposer is the 
only use pleaded. 

The decision of the Examiner of Interferences is affirmed. 


PT 





LEGGETT & CO. v. COWIN & RYAN 


FRANCIS H. LEGGETT & COMPANY v. COWIN AND RYAN 


Commissioner of Patents 
April 8, 1946 


TRADE-M ARKS—CLASSES OF Goops 


Specific differences between fresh fruits and canned or dried fruits are so slight as to 
be inconsequential in determining the question of probable confusion between trade-marks. 
TRADE-M ARKS—OPpPosITION—CONSIDERATION OF MARKS OF THIRD PARTIES 
Parties stipulate that 150 marks including “Sun” have been registered for similar goods, 
registrations cannot be construed to show that inclusion of “Sun” in marks does not render 
them confusingly similar; ignoring registrations and taking judicial notice of common sense, 
Commissioner held that neither party can be entitled to a monopoly of the word “Sun.” 
TRADE-MARKS—CONFUSING SIMILARITY 
“Sunshine Ranch” above disclaimed “Brand” and with landscape used as ornamentation 
is confusingly similar to “sunshine.” 
“Sunshine Ranch” above disclaimed “Brand” and with landscape used as ornamentation 
is confusingly similar to “sunbeam.” 


Appeal from Examiner of Interferences. 
Trade-mark opposition No. 22847 by Francis H. Leggett & Company against 


Cowin and Ryan application, Serial No. 461548, filed June 21, 1943. From deci- 
sion sustaining opposition, applicant appeals. Affirmed. 


Samuel D. Jones, New York, N. Y., for Francis H. Leggett & Company. 


Jackson, Webster & Read and William G. Mackay, both of San Francisco, Calif., 
and Charles R. Allen, Washington, D. C., for Cowin and Ryan. 


Frazer, F. A. C.: 


This is an appeal from the decision of the Examiner of Interferences sustain- 
ing the opposition of Francis H. Leggett & Company to the application of Cowin and 
Ryan for registration of a trade-mark for fresh apples and fresh pears. 

The mark sought to be registered comprises the notation “Sunshine Ranch” in 
two lines, the second in much smaller letters than the first, beneath which appears 
the disclaimed word “Brand.” It also includes a landscape with an exaggerated 
representation of the sun, but on the labels the pictorial features of the mark be- 
come mere ornamentation. Balanced at the bottom of the drawing are two blank 
panels which are employed on the labels to frame references to the goods as “Sun- 
shine Pears” and “Sunshine Apples,” thus emphasizing the dominating character 
of the word “Sunshine” in the mark. 

The opposition was sustained because of the confusing similarity of applicant’s 
mark to the word “Sunbeam,” in use by opposer and its predecessor as a trade- 
mark for goods of the same descriptive properties since a date prior to applicant’s 
first use of the opposed mark, and previously registered for such goods, including 
canned, dried, and bottled fruits. Applicant concedes that these goods and its own 
are of the same descriptive properties, but argues that “they are specifically different, 
and this is vital in view of the difference in the marks and the character of the 
marks of the parties.” It is my opinion, however, that the specific differences be- 
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tween fresh fruits and canned or dried fruits are so slight as to be inconsequential 
in determining the question of probable confusion. 

The case was submitted upon stipulated facts, from which it appears that some 
hundred and fifty marks of which the word “Sun” forms a part have been registered 
in the Patent Office for various food products. Because the word has been so widely 
used in this connection applicant insists that its occurrence in the marks of the in- 
stant case does not render them confusingly similar. On authority of Pepsodent 
Co. v. Comfort Manufacturing Co., 23 C. C. P. A. 1224, 83 F. 2d 906 [26 T.-M. 
Rep. 481], the Examiner of Interference refused to consider these registrations for 
the purpose indicated, and I think properly so. But ignoring the registrations, and 
taking judicial notice of the fact of common use, as was done by the court in Miles 
Laboratories, Inc. v. Foley & Co. (C. C. P. A.), 144 F. 2d 88, 63 U.S. P. Q. 64, 
I find myself in agreement with applicant that neither party is entitled to a mo- 
nopoly of the word “Sun.” 

This, however, does not change the rule stated in Franco-Italian Packing Corp. 
v. Van Camp Sea Food Co., 31 C. C. P. A. 1029, 142 F. 2d 274, that: 

We must look to the mark as a whole, regardless of descriptive portions, and determine 


whether or not the use of the whole mark in the same field in which the mark of another is 
used would be likely to cause confusion. 


And applying that rule, I am convinced that the opposition was properly sus- 
tained. The words “Sunshine” and “Sunbeam” differ somewhat in appearance and 
in sound, but in meaning they are so nearly the same as to be practically identical. 
Applicant’s mark being dominated by the word “Sunshine,” it is thus likely to be 
confused with opposer’s mark, to the detriment of the public and to the damage of 
opposer. 

Moreover I am constrained to hold applicant’s mark nonregistrable, regardless 
of opposer’s rights in the premises. Among the trade-marks which applicant stipu- 
lates to be registered and in use is the word “Sunshine” for canned fruits and 
vegetables, the renewed registration of which was originally issued in 1918. While 
this registration is immaterial to the issues raised in the opposition proceeding, it 
is nevertheless a statutory bar to the registration of applicant’s mark; and the ap- 
plication is accordingly rejected, ex parte, on that ground. 

The decision of the Examiner of Interferences is affirmed. 





IDEAL PUBLISHING CORPORATION v. MARGOOD PUBLISHING 
CORPORATION 


New York Supreme Court, Special Term, New York County 
June 10, 1946 


UNFAIR COMPETITION—SECONDARY MEANING 
Plaintiff, publisher of magazines for women, seeks to enjoin defendant, publisher of maga- 
zine for children, from using “Ideal” in the title of its publication. Plaintiff’s magazines 
bear titles such as “movies” in large type and “An ideal Magazine” in inconspicuous type, but 
“Tdeal” has no secondary meaning identifying plaintiff, Ideal Publishing Corporation, and no 
likelihood of confusion or deception is shown. 
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Action by Ideal Publishing Corporation against Margood Publishing Corpora- 
tion for unfair competition. On motion for injunction. Motion denied. 


Eber, J.: 


Motion for injunction is denied. The action is founded on a claim of unfair 
competition. The plaintiff is the publisher of magazines, entitled ‘‘ Movies,” ‘Movie 
Life” and “Personal Romances.” Issues of these magazines are submitted and it 
appears therefrom that these periodicals are designed for adults, more especially, 
adult women. The defendant publishes a magazine designed for children. 

The plaintiff alleges, and stresses that it has since August, 1944 “conspicuously 
printed on the front cover of each of its said magazines plaintiff's trade-mark ‘An 
Ideal Magazine’” and it contends that defendant, as a second-comer into the maga- 
zine field regarding the use of the word “Ideal,” was under an affirmative duty to so 
distinguish its magazine from that of plaintiff’s magazine already in the field, so 
that (a) there would be no probability of confusion of origin or source; (b) there 
would be no probability that defendant would be able to palm off its magazine as 
that of the plaintiff; and (c) there would be no probability that defendant’s com- 
petition would be unfair. 

When one sees the appearance of the plaintiff's magazines and that of the de- 
fendant, and the contents of each, one wonder if this suit and this application are 
really presented with any degree of seriousness (Rule 113, paragraph following 
subdiv. 8) ; there is such total dissimilarity as to hardly require the dignity of dis- 
cussion. 

Plaintiff emphasizes that it has “conspicuously” printed on the front cover of 
each of its said magazines its trade-mark, ““An Ideal Magazine,” and is concerned 
as to the probability of confusion of “origin” or “source.” 

On each front cover of plaintiff's said magazine is printed conspicuously in very 
large type the names “Movies,” “Movie Life’ and “Personal Romances”; in the 
latter case the word “Personal” in comparatively small type. On each such cover 
there is printed, most inconspicuously, the words “An Ideal Magazine,” certainly 
not readily perceivable. 

If the plaintiff is the publisher of these magazines, no one would ever be ap- 
prised of the fact thereby, and it requires considerable courage to say that this phrase 
indicates ‘‘origin” or “source’’ in the plaintiff as the publisher of said periodicals. 
‘‘Tdeal” is an adjective denoting “perfect” or ‘‘a standard of perfection,” and the 
ordinary person, I am quite sure, would take and understand this phrase to mean 
that these publications are perfect or standards of perfection in this field, rather 
than as indicating that “Ideal Publishing Corp.” is the publisher. For example, on 
page 4 of “Movies,” May, 1946, issue, this name is printed among a myriad of 
lettering, hardly discernible without the aid of a magnifying glass; similarly, on 
page 4 of “Movie Life,” May, 1946, issue, and again on page 4 of “Personal Ro- 
mances,” May, 1946, issue; and if “Ideal” has “acquired a secondary significance” 
it would impress me as existing rather in imagination than in reality. 

Not a single instance of confusion or deception, or likelihood thereof, is shown, 
and the application is totally devoid of merit, Settle order. 
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NATIONAL NUGRAPE COMPANY v. JUDGE & DOLPH, LTD. 
Court of Customs and Patent Appeals 


March 4, 1946 
Rehearing denied May 3, 1946 
Released May 13, 1946 


TRADE-MARKS—CONFUSING SIMILARITY 
It is established law that a descriptive word cannot constitute the dominant part of a 
mark. The word “Grape” by itself cannot indicate origin in any particular source. The 
prefixes “SO” and “Nu,” while unlike in sound, meaning, if any, and appearance, consider- 
ing both marks as a whole, are confusingly similar and their concurrent use is likely to de- 
ceive purchasers. 


Appeal from Commissioner of Patents; 62 U. S. P. Q. 189. 

Trade-mark cancellation No. 4098 by National NuGrape Company against 
Judge & Dolph, Ltd., Registration No. 395,289 issued May 19, 1942. From de- 
cision dismissing petition, petitioner appeals. Reversed. 


Hirsch, Smith, Kilpatrick, Clay & Cody and Ernest P. Rogers, both of Atlanta, Ga., 
and Thomas L. Mead, Jr., Washington, D. C., for appellant. 
Harry C. Alberts, Chicago, Ill., for appellee. 


Jackson, J.: 


Appellant sought cancellation of the registration of appellee’s trade-mark No. 
395,289, dated May 19, 1942, for the mark “So-Grape” applied to nonalcoholic 
maltless beverages and concentrates, relying on its registered trade-mark ‘“Nu- 
Grape,” No. 164,168, dated February 13, 1923, used on nonalcoholic maltless bev- 
erages and sirups and extracts therefor. 

The case was submitted on stipulation of the parties. 

The Examiner of Interferences dismissed the petition, on the ground that he 
had not been persuaded that injury within the meaning of section 13 of the Trade- 
Mark Act of 1905 had been established. 

Upon appeal, the Commissioner of Patents affirmed the decision of the ex- 
aminer, 62 U.S. P. Q. 189, on the ground that the word “Grape” is descriptive of 
the goods of both parties and aside from that word no similarity existed between 
the marks as a whole in sound, appearance or meaning. The Commissioner pointed 
out that the dominating feature of a trade-mark cannot be a descriptive word, so 
that purchasers would look to the prefixes “So-” and “Nu” as indicating origin of 
the respective goods. From that decision, this appeal was taken. 

Appellee’s mark appears in two lines, the first syllable and the hyphen appear- 
ing above the word “Grape,” which is disclaimed. The mark of appellant is a com- 
pound word “NuGrape” in a kind of heavy script, underscored with a line which 
bears the legend “A Flavor You Can’t Forget.’ The legend was disclaimed. 

There is no question that the goods possess the same descriptive properties and 
that the word “Grape” as applied to the goods is descriptive. It is established law 
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that a descriptive word cannot constitute the dominant part of a mark. American 
Brewing Company, Inc. v. Delatour Beverage Corporation, etc., 26 C. C. P. A. 
(Patents) 778, 100 F. 2d 253, 40 U. S. P. Q. 173. Clearly the word “Grape” by it- 
self cannot indicate origin in any particular source. The prefixes ‘“So-” and “Nu,” 
while unlike in sound, meaning, if any, and appearance, as was held by the Com- 
missioner, we think, considering both marks as a whole, are confusingly similar 
and therefore their concurrent use is likely to deceive purchasers. 
The decision of the Commissioner of Patents is reversed. 





THE COCA-COLA COMPANY v. DIXI-COLA LABORATORIES, INC., 
ET AL. 


Circuit Court of Appeals, Fourth Circuit 
May 3, 1946 


UNFAIR COMPETITION—APPEALS TO CrircuIT Court oF APPEALS—REHEARING AND REOPENING 

In accounting, the district court should enforce the paragraph of the decree of March 5, 

1940 approved by appellate court on appeal and should give it original and obvious meaning 

attributed to it in appellate court’s opinion; on remand, the plaintiff may present evidence of 

violations of the decree as so interpreted. This evidence may be presented in conformity 

with the ruling that the plaintiff should be given permission to present evidence of illegal acts 

by the defendants either in the present proceeding or under a supplemental bill as the District 

Judge may determine; but it is not intended that the plaintiff shall be given leave to reopen 

the case in any respect as to which the opportunity to present evidence has been heretofore 
accorded in the District Court. 


Appeal from District Court for District of Maryland, Coleman, D. J.; 63 U.S. 
P. @. 33. 

Action by The Coca-Cola Company against Dixi-Cola Laboratories, Inc., Mar- 
bert Products, Inc., Apola Extract & Syrup Corp., Robert W. Kruse, Constantine 
Grivakis, William H. Hennen, and Roy Gobrecht for trade-mark infringement and 
unfair competition. From decree for plaintiff on accounting, both parties appeal. 
Modified at 68 U. S. P. Q. 242. On rehearing. Decision not changed. 

See also 43 U. S. P. Q. 484; 45 U.S. P. Q. 300; 48 U.S. P. Q. 164; 51 U.S. 
P. Q. 546; 59 U.S. P. Q. 47; 4 U. S. P. Q. 419; 65 U.S. P. Q. 46. 


John A. Sibley, Atlanta, Ga., and Hilary W. Gans, Baltimore, Md. (Edwin W. 
Canada, Atlanta, Ga. on the brief) for appellant and cross-appellee. 

Hamilton Whiteford, Baltimore, Md., and Joseph S. Mead, Birmingham, Ala., for 
appellees and cross-appellants. 


Before Soper and Dosite, Circuit Judges, and BarKsDALE, District Judge. 


PER CURIAM: 


This court granted a rehearing in this case to consider a contention of the de- 
fendants that in the opinion filed February 4, 1946 [36 T.-M. Rep. 8&4] this court 
gave to § 6(f) of the interlocutory decree of the District Court of March 5, 1940 
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an interpretation more strict and onerous than the District Judge intended. By 
§ 6(f) of the decree the defendants were enjoined: 

From giving to any part of their merchandise not sold by defendants, their agents or 
distributors, in bottles to consumers, a color imitating or resembling the color of plaintiff's 
product, if or when defendants know, or in the exercise of reasonable care should know, 
that the purchaser thereof intends to dispense such merchandise to the consumer other than 
in bottles, or intends to bottle the beverage made from such product and to use on the 
bottles, labels or caps some extrinsic, deceiving element that in conjunction with the color 
imitating plaintiff’s color enables such purchaser to pass off his, her or their product for 
plaintiff’s product. 


We quoted this section in our opinion on the first appeal from the interlocutory 
decree, and approved it as an appropriate method of protecting the Coca-Cola Com- 
pany from the defendants’ practice of encouraging dealers in the fountain trade to 
pass off defendants’ product for “Coca-Cola.” We held, in view of the evidence 
of such practice, that the District Judge was justified in enjoining the defendants, 
in the manner set out in the quoted section, from giving to their merchandise not 
sold in bottles to customers the distinctive ‘‘Coca-Cola” color. See 117 F. 2d 352, 
353, 361. There was no apparent ambiguity in the language in the section of the 
decree and no one questioned its meaning at the time. 

The interval between the interlocutory decree and the final decree of the Dis- 
trict Court of March 19, 1945 was consumed in the taking of evidence on damages 
and profits, and in hearings before the Special Master and the District Judge. At 
the last hearing before the District Judge the defendants made the contention that 
the color injunction does not apply or should not apply unless the defendants know 
or in the exercise of reasonable care should know that the purchaser intends to dis- 
pense the merchandise to consumers other than in bottle in response to orders for 
“Coca-Cola.” This emendation of the text of §6(f) of the injunction was ap- 
proved by the District Judge who held [65 U. S. P. Q. 46] that he was without 
authority to modify the express language of the decree but nevertheless declared 
that § 6(f) should be interpreted to read as follows: 

From giving to any part of their merchandise not sold by defendants, their agents or 
distributors, in bottles to consumers, a color imitating or resembling the color of plaintiff's 
product, if or when defendants know, or in the exercise of reasonable care should know, 
that the purchaser thereof intends to dispense such merchandise to the consumer other than 
in bottles, including dispensing to customers of soda fountains, taverns, restaurants, or bar 
rooms, in response to filling orders from any such customers for plaintiff's product,* includ- 
ing orders for use of same as one of the ingredients of a mixed beverage; or intends to 
bottle the beverage made from defendants’ product, and to use on the bottles, labels or caps 
some extrinsic deceiving element that in conjunction with the color imitating plaintiff's 
color enables such purchaser to pass off his, her or their product for plaintiff’s product. 


Obviously this interpretation lessened the protection afforded the plaintiff by 
the injunction as originally understood. The change may have been influenced by 
certain evidence presented by the defendants at the special master’s hearing tend- 
ing to show that since the entry of the interlocutory decree the defendants have 


* Italics inserted. 
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ceased to sell their product for distribution at soda fountains and have taken steps 
in connection with the distribution of their product in bars and taverns to eliminate 
the passing off of their product for “Coca-Cola.” We think, however, that § 6(f) 
of the decree of March 5, 1940 should have been enforced by the District Court in 
the proceeding to fix the plaintiff’s damages and should have been given the original 
and obvious meaning attributed to it in the first opinion of this court. Accordingly, 
we hold that upon the remand of the case in accordance with our last opinion the 
plaintiff should be given the opportunity to present evidence of violations of the 
decree as so interpreted. This evidence may be presented in conformity with the 
ruling that the plaintiff should be given permission to present evidence of illegal acts 
by the defendants either in the present proceeding or under a supplemental bill as 
the District Judge in his discretion may determine; but it is not intended that the 
plaintiff shall be given leave to reopen the case in any respect as to which the op- 
portunity to present evidence has been heretofore accorded in the District Court. 

It should, however, be borne in mind that we are dealing in this case with a con- 
tinuing decree of injunction which, under the established rule, the District Court 
has power to modify when changed conditions justify such action. See United 
States v. Swift & Co., 286 U. S. 104. We do not intend by anything said herein to 
restrict the District Court in the exercise of the power to reconsider the terms of 
the injunction in this case. It is conceivable that some change should be made with 
respect to the future conduct of the defendants’ business; but the rights of the 
parties prior to such modification should be determined in accordance with the 
terms of the original decree as approved by this court and no modification of the 
decree should be made until the parties have been given an opportunity to present 
evidence and to be heard with respect to the propriety of the modification. 





IN RE BROCKWAY GLASS COMPANY, INC. 
Court of Customs and Patent Appeals 
April 1, 1946 
Released May 7, 1946 


TRADE-MARKS—CONFUSING SIMILARITY 

“Sani-Glas,” “Glas” being disclaimed, is confusingly similar to “Sanitop.” 
TRADE-MARKS—REGISTRATION 

If both parts of the mark are in the public domain the mark is non-registrable under the 

Act of 1905. 

Appeal from Commissioner of Patents ; 62 U. S. P. Q. 53. 

Application for registration of trade-mark of Brockway Glass Company, Inc., 
Serial No. 442,687, filed April 18, 1941. From decision refusing registration, ap- 
plicant appeals. Affirmed; Bland, Judge, specially concurring with opinion in which 
O’Connell, Judge, joins. 


Bean, Brooks, Buckley & Bean, Buffalo, N. Y. (Edwin T. Bean and Conrad 
Christel, both of Buffalo, N. Y., and Raymond W. Colton, Washington, D. C., 
of counsel) for appellant. 
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W.W. Cochran (E. L. Reynolds of counsel) for the Commissioner of Patents. 


GarreTT, P. J.: 


Appellant seeks reversal of the decision of the Commissioner of Patents (speak- 
ing through the First Assistant Commissioner), 62 U. S. P. Q. 53, affirming the 
action of the Examiner of Trade-Marks denying appellant’s application filed April 
18, 1941, for the registration of the notation “Sani-Glas” as a trade-mark for glass 
bottles (the suffix “Glas,” being disclaimed “apart from the mark”) on the ground 
that it is confusingly similar to a prior registration (No. 77,405) of the notation 
“Santitop” as a trade-mark for use on identical goods—glass bottles. 

The registration dated April 5, 1910, is in the name of Anthony F. McDonnell. 
It shows, in the usual manner, that it was renewed, the date of renewal, however, not 
being stated. 

During the prosecution of the involved application in the Patent Office appellant 
presented certain papers upon which it based a claim that the reference mark should 
be considered to have been abandoned but no cancellation proceeding was instituted. 
An issue concerning that claim is raised before us in the reasons of appeal and is 
hereinafter discussed. 

It is deemed proper to consider first the question of whether appellant’s mark 
“Sani-Glas” so nearly resembles the registered mark “Sanitop” that the application 
of “Sani-Glas” to glass bottles would be “‘likely to cause confusion or mistake in 
the mind of the public or to deceive purchasers.” 

In our view that question requires but little discussion. 

The brief of the Solicitor for the Patent Office sets forth a long list of decisions 
in which compound marks having one or more syllables in common were held to be 
confusingly similar even though in some cases there was a wide difference in the 
remaining portions. This principle is so well established that we need not repeat 
the solicitor’s citations. 

The Commissioner cited as parallel the comparatively recent case of The Hy- 
gienic Products Company v. Huntington Laboratories, Inc., 31 C. C. P. A. ( Pat- 
ents) 773, 139 F. 2d 508, 60 U. S. P. Q. 205, an opposition proceeding in which 
this court held “Toilet-San” (“Toilet” being disclaimed) and “Sani-Flush” both 
applied to goods used for identical purposes, to be confusingly similar, and com- 
mented as follows [24 T.-M. Rep. 50]. 


So here, and for the same reason, applicant’s mark is dominated by the word “Sani,” 
and so here, applicant’s mark and the mark of the reference are appropriated to identical 
merchandise. And in my opinion there is greater resemblance between “Sani-Glas” and 
“Sanitop” than there is between “Toilet-San” and “Sani-Flush.” 


It is asserted in the brief for appellant that “The use of the letters ‘sani’ is within 
the public domain.”” Should that view be accepted, it is clear that appellant would 
have nothing registrable, because the suffix “Glas” of its mark is descriptive and, 
for that reason, was disclaimed upon the suggestion of the examiner. The com- 
missioner aptly said [62 U. S. P. Q. 53]: 
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... the word “glas” in applicant’s mark is purely descriptive, and has been disclaimed 
for that reason; so that unless the prefix “sani” be regarded as arbitrary, the mark as a 
whole is nonregistrable under the Act of 1905. 


In its reasons of appeal appellant alleged error on the part of the commissioner in 
failing to discuss an alleged registration of the word “Sanijar,” and the contention 
of appellant asserted to have been raised in its brief and argument before the com- 
missioner as to the effect the action of the examiner in allowing it should have on 
the instant case. 

Neither the brief before the commissioner nor the alleged registration is included 
in the record before us. So, obviously, appellant is in no position to have it con- 
sidered by us, but it is not improper to say that even if it be assumed that there was 
such a registration it could have no controlling influence in this case. If a mistake 
was made in granting that registration (and we express no view as to that) it would 
furnish no precedent justifying another improper registration. See The Pepsodent 
Co. v. Comfort Manufacturing Co., 23 C. C. P. A. (Patents) 1224, 83 F. 2d 906, 
29 U.S. P. Q. 601, and cases therein cited. 

With respect to the question of abandonment hereinbefore referred to appellant, 
as has been stated, did not institute any cancellation proceeding in conformity with 
the statute, but contented itself with the presentation of certain papers upon the 
basis of which, it contended, the registered mark “Sanitop” should have been treated 
as having been abandoned. 

Briefly, it appears that after the examiner’s first rejection of appellant’s applica- 
tion based upon the “Sanitop” registration an attorney (whose affidavit stating 
that he is associated with the firm of attorneys representing appellant is in the rec- 
ord) wrote McDonnell. The letter said to have been so written is not in the record 
but the affidavit states that it asked “for quotations of prices, descriptive literature 
and a sample of a ‘Sanitop’ bottle.” It does not appear that any reference was 
therein made to the trade-mark registration. 

There was filed with the affidavit a paper which affiant stated was a copy of a 
letter he received in reply. In the letter McDonnell stated, in substance, that he was 
sending the sample requested and that he also had a patented bottle and offered to 
send a sample of that if desired. The letter further stated: 


I have not sold any bottles since the early twenties and therefore do not know the 
price of bottles today but the price of these Sanitop bottles should not be any more than 
the price of ordinary crown finish bottles, plus the cost of royalty: twenty cents a gross. 
It being understood, of course, that no manufacturer can make these bottles without a 
license to make same. 


The affidavit stated that the word “Sanitop” did not appear blown in the bottle 
which affiant received but that it was on a typewritten gummed label attached thereto. 

It is noted that the certificate of registration states that the mark is applied “to 
the goods, and to the packages containing the same, by being blown into the glass, 
and on printed labels bearing the trade-mark, said labels being pasted on cartons and 
other containers containing the bottles.” 
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Based upon (a) the statement in the affidavit that the bottle which affiant re- 
ceived did not have the mark blown into the glass and (b) the statement in Mc- 
Donnell’s letter that he had not sold any bottles since the early twenties, appellant 
insists that the mark should be held to have been abandoned. 

We think the tribunals of the Patent Office properly declined to so hold. 

If appellant believed that the McDonnell mark had been abandoned and that it 
would be injured by the registration remaining uncancelled it should, as a matter of 
orderly procedure, have brought an action for cancellation under section 13 of the 
trade-mark registration act (15 U. S. C. §93) in which McDonnell would have 
had an opportunity to be heard. See /n re Fred Wilcox & Co., 36 App. D. C. 107, 
1911 C. D. 264. 

There is nothing in the affidavit to indicate that the letter written to McDonnell 
gave him the slightest intimation that appellant believed or had any reasons to be- 
lieve that he had abandoned the mark and there is nothing in McDonnell’s reply 
to indicate that he had abandoned it, or any of his rights under his registration. 

Whether a question of abandonment properly may be raised and determined in 
an ex parte proceeding need not be passed upon here, because, upon the facts re- 
cited, it is clear that it should not be held that the registration involved had been 
abandoned. 

The decision of the commissioner is affirmed. 


BLanp, Judge, specially concurring. 


I concur in the decision of the majority except that portion of it which relates to 
the question of abandonment of the mark, “Sanitop.” I agree with the majority 
that appellant’s showing that the mark had been abandoned was properly rejected 
by the Patent Office, but we should at least state the reason why the Patent Office 
rejected the proof. The applicant, in his reasons of appeal to the Commissioner, 
urged that his showing of “long non-use of the trade-mark ‘Sanitop’” should have 
been regarded as sufficient evidence of abandonment. The examiner had pointed 
out to the applicant that his proof did not show abandonment since use by an as- 
signee or licensee is not negatived and no intent to abandon is shown. 

The majority, on this phase of the case, state: 


With respect to the question of abandonment hereinafter referred to appellant, as has 
been stated, did not institute any cancellation proceeding in conformity with the statute but 
contented itself with the presentation of certain papers upon the basis of which, it con- 
tended, the registered mark “Sanitop” should have been treated as having been abandoned. 
[Italics supplied. ] 


Then, after discussing the affidavit, the majority state, “We think the tribunals 
of the Patent Office properly declined to so hold.” With this latter statement I agree. 
Then the following is said: 


If appellant believed that the McDonnell mark had been abandoned and that it would 
be injured by the registration remaining uncancelled it should, as a matter of orderly pro- 
cedure, have brought an action for cancellation under section 13 of the trade-mark regis- 
tration act (15 U. S. C. § 93) in which McDonnell would have had an opportunity to be 
heard. See In re Fred Wilcox & Co., 36 App. D. C. 107, 1911 C. D. 264. 
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While I agree that appellant’s showing was not sufficient to justify the Patent 
Office in acting as if the alleged abandoned mark had in fact been abandoned I do 
not want to go on record as holding or intimating that cancellation is the only 
“orderly procedure” in this kind of case. The settled policy of the Patent Office on 
this question is disclosed in a letter by Leslie Frazer, First Assistant Commissioner, 
to Allen & Allen, Cincinnati, Ohio, dated January 21, 1946, which, probably under 
authority of Trade-Mark Rule 88, points out that if 


resort be had to cancellation, or were the old practice restored of declaring interferences 
in cases of this character, the Office would be unnecessarily burdened with some 180 more 
or less abortive inter partes proceedings each year, to its own detriment and to the detri- 
ment of those having legitimate business before it. 


See Allen Flour Co. v. Braun, 1923 C. D. 113, 317 O. G. 241, holding what con- 
stituted a prima facie case of abandonment before the Examiner of Trade-Marks 
under the old practice when subsequently an interference was declared in order for 
the Patent Office to attempt to give proper notice. Under numerous later manu- 
script decisions the practice has been changed and conforms to that which is stated 
in the above-quoted letter. 

It is the settled practice of the Patent Office, which I think is not in conflict with 
the law, that without requiring resort to cancellation or interference proceedings 
it may accept proper and convincing evidence submitted by the applicant for reg- 
istration (or from other sources) and from it may determine that the mark has 
been abandoned and accordingly withdraw it as a citation against the applicant. Of 
course, the proof on this question of fact must be convincing and not be subject to 
such objections as were pointed out by the Patent Office to the proof of the appli- 
cant in the instant case, or possibly to the other objections pointed out in the decision 
by the majority. 

Moreover, the Wilcox case above cited is not in point. It had to do with a deter- 
mination of whether a mark was descriptive, which question of law, of course, 
could not be controlled by the opinion or oath of an interested applicant alone. 

O’CONNELL, J., joins in this concurring opinion. 





R. C. WILLIAMS & COMPANY, INC. v. WYANDOTTE CHEMICALS 
CORPORATION 


Commissioner of Patents 
May 22, 1946 


TRADE-M ARKS—Goops OF THE SAME DESCRIPTIVE PROPERTIES 
Alkaline water softening composition for use in washing bottles in dairy, brewery, and 
carbonated beverage industries has the same descriptive properties as soap in powder, flake, 
and bar form. 
TRADE-MARKS—CONFUSINGLY SIMILAR 
“B. W. C.” is confusingly similar to “R. C. W.,” both have “C” and “W,” although 
in transferred relation, and initial letters “R” and “B” are much alike in appearance. 


Appeal from Examiner of Interferences. 
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Trade-mark opposition No. 23514 by R. C. William & Company, Inc., against 
Wyandotte Chemicals Corporation, application, Serial Nio. 464,840, filed Nov. 8, 
1943. From decision sustaining opposition, opposer appeals. Affirmed. 


Jones & Roe, New York, N. Y., for R. C. Williams & Company, Inc. 
William R. Day, Wyandotte, Mich., for Wyandotte Chemicals Corporation. 


Frazer, F. A. C.: 


This is an appeal from the decision of the Examiner of Interferences sustain- 
ing the opposition of R. C. Williams & Company, Inc., to the application of Wyan- 
dotte Chemicals Corporation for registration of the letters “B. W. C.” as a trade- 
mark for goods described in a proposed amendment as “an alkaline water softening 
composition for use in washing bottles in the dairy, brewery and carbonated bev- 
erage industries.” At the hearing an appeal opposer’s counsel consented to the 
amendment, and it will be considered as entered for the purpose of this decision. 

The case was submitted upon stipulated evidence. Applicant concedes that op- 
poser has established prior use of the letters “R. C. W.” as a trade-mark for soap, 
which opposer has sold in the form of powder, flakes, and bars. Opposer secured 
registration of this mark on an application copending with the application here in- 
volved. 

Applicant’s product is “an alkaline inorganic chemical composition, the major 
constituent of which is sodium hydroxide.” It is used “to wash bottles under ex- 
tremely hard water conditions.” Applicant asserts that operators of dairies, brew- 
eries and bottling plants “would not be interested in buying soap as a competitive or 
substitute article because the sudsing action alone would militate against its use 
in a bottle washing machine.” It does not necessarily follow, however, as stated 
in applicant’s brief, that such operators “are indeed distinct from the ordinary pur- 
chaser of soap.” According to a publication made of record by applicant: 


At best, solutions of soap compounds rinse poorly and tend to leave a film on the 
cleaned surface that readily harbors bacteria. As a group, they are not desirable cleaners 
of the milk side of creamery equipment, but are suitable for washing woodwork, scrubbing 
floors, etc. In combination with stronger alkalies that supplement the alkali deficiency of 
soap, their function as cleansers may be materially improved. 


In view of the relationship and conjoint use of alkalies and soaps thus shown, I 
am unable to escape the conclusion that the goods of the parties might well emanate 
from the same commercial source ; and I am clearly of the opinion that they have 
the same descriptive properties. Cf. Colgate-Palmolive-Peet Co. v. Royer, 159 
M. D. 447, 26 U. S. P. Q. 303; R. M. Hollingshead Corp. v. The Davis-Y oung 
Soap Co., 28 C. C. P. A. 1286, 121 F. 2d 500 [31 T.-M. Rep. 260]. 

In holding the trade-marks “T. Z. L. B.” and “Z. B. T.” confusingly similar, 
the Court of Customs and Patent Appeals, in Crystal Corporation v. Manhattan 
Chemical Manufacturing Co., 22 C. C. P. A. 1027, 75 F. 2d 506 [25 T.-M. Rep. 
194], said: 


We think it is well known that it is more difficult to remember a series of arbitrarily 
arranged letters than it is to remember figures, syllables, words or phrases. The difficulty 
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of remembering such lettered marks makes confusion between such marks, when similar, 
more likely. 


Here the marks of the parties have in common the letters “C’ and “W,” al- 
though in transposed relation ; and the initial letters “R” and “B” are much alike 
in appearance. I am thus constrained to agree with the examiner that the concurrent 
use of these marks on goods of the same descriptive properties would be, in the 
words of the statute, “likely to cause confusion or mistake in the mind of the public 
or to deceive purchasers.” 

Because the two applications for registration were copending, and no interfer- 
ence was declared by the Examiner of Trade-Marks, applicant asserts that “we at 
least have evidence that in the examiner’s judgment the marks were not confusingly 
similar.” But the opposition raises anew the question of applicant’s right to reg- 
ister its mark; and even had the Examiner of Trade-Marks expressly so ruled, his 
ruling would not be binding upon either the Examiner of Interferences or the 
opposer. Carrier Corporation v. Hudson Motor Car Co., 580 O. G. 513, 67 U.S. 
P. Q. 122. 


The decision of the Examiner of Interferences is affirmed. 


WINTHROP CHEMICAL COMPANY, INC. v. ABBOTT 
LABORATORIES 


Commissioner of Patents 


May 22, 1946 


TRADE-M ARKS—REGISTRATION 


Registration endows owner with prima facie ownership of its mark for all products 
within description of the goods. 
TRADE-M ARKS—CONFUSINGLY SIMILAR MARKS 
“Desoxyn” is confusingly similar to “Desynon.” 


Appeal from Examiner of Interferences. 

Trade-mark opposition No. 23202 by Winthrop Chemical Company, Inc., against 
Abbott Laboratories, application, Serial No. 465,771, filed Dec. 15, 1943. From 
decision sustaining opposition, applicant appeals. Affirmed. 


James F. Hodge and L. B. Stoughton, both of New York, N. Y., and E. F. Wen- 
deroth, Washington, D. C., for Winthrop Chemical Company, Inc. 
Soans, Pond & Anderson, Chicago, Ill., for Abbott Laboratories. 


Frazer, F. A. C.: 


This is an appeal from the decision of the Examiner of Interferences sustain- 
ing the opposition of Winthrop Chemical Company, Inc., to the application of Ab- 
bott Laboratories for the registration of a trade-mark. 

Applicant’s mark is the word “Desoxyn,” claimed to have been used since No- 
vember 30, 1943, for goods described in the application as “cerebro stimulant.” It 
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was held to be confusingly similar to opposer’s trade-mark “Desynon,” registered 
February 15, 1938, for “crystalline vitamin D.” 

Applicant’s current product, which is in tablet form, is used “for the treatment 
of narcolepsy and in mild depression as a mental stimulant.” Because its essential 
ingredient is a dangerous drug, it may be sold to the public only on prescription ; 
and the ultimate consumer is unlikely to come in contact with the trade-mark. Op- 
poser’s vitamin preparation is a solution “‘used in the treatment and prevention of 
rickets in infants and growing children, the treatment of mothers during pregnancy 
and lactation, and the treatment of any patient having vitamin A and D deficiency 
conditions, which include xerophthalmia, night blindness, retarded growth and 
malnutrition, certain cutaneous keratotic lesions, tetany, and osteomalacia.” It is 
available to the public with or without prescription. In view of these differences 
in composition, purpose, and manner of sale, applicant contends that the respective 
goods may be marketed without opportunity for confusion, even though the simi- 
larity of the marks be conceded. 

I think the argument thus advanced finds a complete answer in Campbell Prod- 
ucts, Inc. v. John Wyeth & Bro., Inc., 31 C. C. P. A. 1217, 143 F. 2d 977 [34 T.-M. 
Rep. 248]. In that case the goods of the parties were in all respects less nearly re- 
lated than those involved here, and the trade-marks bore no greater resemblance ; 
but the court sustained the oposition. 

Moreover there is another reason why such argument is untenable in the in- 
stant proceeding. Applicant’s goods are broadly described as “cerebro stimulant.” 
No restriction is made with respect to their specific nature or the channels through 
which they reach the public. See General Foods Corporation v. Casein Company 
of America, 27 C. C. P. A. 797, 108 F. 2d 261 “Cerebro-” is a combining form 
denoting the brain. “Stimulant,” as a medical term, is defined as “an agent which 
produces a temporary increase of vital activity in the organism, or in any of its 
parts.” The brain may be thus activated by numerous relatively harmless sub- 
stances that would fall within applicant’s description of goods, and that may be sold 
over the counter, in powder, tablet or liquid form. And the proposed registration 
would endow applicant with prima facie ownership of its mark for all such prod- 
ucts. In re Keller, Heumann & Thompson Co., 23 C. C. P. A. 837, 81 F. 2d 399 
[26 T.-M. Rep. 85]. 

“Desoxyn” and “Desynon” are not identical; but they are nevertheless quite 
similar, particularly in appearance. And being “odd coined expressions . . . they are 
relatively difficult to retain accurately in mind over an appreciable period of time.” 
Parfum L’Orle, Inc. v. McKesson & Robbins, Incorporated (C. C. P. A.), 152 F. 
2d 1022, 68 U. S. P. Q. 185. In my opinion they are too nearly alike to be used 
concurrently, as trade-marks for goods of the same descriptive properties, without 
likelihood of confusion. 

The decision of the Examiner of Interferences is affirmed. 


A A 
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EX PARTE SPERTI, INC. 


Commissioner of Patents 
May 28, 1946 


TRADE-MARKS—Goops HAVING THE SAME DESCRIPTIVE PROPERTIES 
Lotion and cream for skin is substantially identical with almond cream, cold cream and 
vanishing cream. 
TRADE-MARKS 
“SRF” in script is confusingly similar to “S-K-F” in black letters. 
PLEADING AND PRACTICE 
After filing notice of opposition, Commissioner of Patents grants request by Examiner of 
Trade-Marks that jurisdiction be restored to him to reconsider registrability. 


Appeal from Examiner of Trade-Marks. 

Application for registration of trade-mark of Sperti, Inc., Serial No. 465,698, 
filed December 10, 1943. From decision refusing registration, applicant appeals. 
Affirmed. 


Murray, Sackhoff & Paddock, Cincinnati, Ohio, for applicant. 
Frazer, F. A. C.: 


This is an appeal from the refusal of the Examiner of Trade-Marks to register 
applicant’s mark in view of a reference. 

The mark was published in the Official Gazette, and a notice of opposition to 
the proposed registration was duly filed. Thereupon the examiner requested juris- 
diction “for the purpose of reconsidering the question of the registrability of appli- 
cant’s mark.” In that request he stated: 

In view of the similarity between the mark disclosed in the application and the one 
relied upon by the opposer, and because of the substantial identity between applicant’s goods 
and some of the products enumerated in the registration, it is considered that registration 


No. 262,689 constitutes a statutory bar to the allowance of applicant’s mark and that the 
opposition should not be forwarded at this time. 


I granted the request for jurisdiction, and the rejection now on appeal followed. 
It is applicant’s contention that such procedure was improper, and “that this ap- 
plication should be returned to the Examiner of Trade-Marks with instructions to 
vacate his ex parte decision denying registration of appellant’s mark and to in- 
stitute the opposition proceeding.” As supporting authority applicant cites Ex 
parte The Conestoga Corporation, 156 M. D. 542, 7 U. S. P. Q. 297, where such 
an order was made in a somewhat similar situation by the then First Assistant 
Commissioner. 

In the cited case, however, the examiner had acted upon his own motion after 
losing jurisdiction. Here he was expressly authorized to reconsider his former 
action, and his jurisdiction was restored for that purpose. Applicant does not argue 
but that “it was within the power of the Commissioner of Patents to allow or dis- 
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allow the issuance of the certificate of registration.” California Canneries Co. v. 
Lush’us Products Co., 18 C. C. P. A. 1480, 49 F. 2d 1044 [20 T.-M. Rep. 159]. 
See also Ex parte Field Publications, 572 O. G. 546, 64 U. S. P. Q. 331. And 
while it is possible that the would-be opposer might properly have insisted that its 
opposition be “forwarded,” I do not think that applicant may reasonably question 
the procedure adopted. 

Applicant’s mark, appropriated to “lotion and cream for the skin,” consists in 
the letters “SRF.” It is claimed to have been used since November 8, 1943. The 
mark of registration No. 262,689 is the notation “S-K-F.”’ The registration, issued 
October 22, 1929, lists a long line of preparations, including almond cream, cold 
cream, and vanishing cream ; which goods are of course substantially identical with 
applicant’s skin cream. 

It will be observed that the letters of applicant’s mark are not spaced, while 
those of the registration are separated by hyphens; and that the second letters of 
the two marks are not the same. Also the marks differ in that applicant’s is printed 
in script, and that of the registration in block letters. But the fact remains, as 
stated by the examiner, that each mark “is composed of three capital letters, with 
the first and last letters of one mark identical, respectively, with the first and last 
letters of the other mark.” 

Applicant cites the case of Dollfus-Mieg et Cie Societe Anonyme v. Richardson 
Silk Co., 55 App. D. C. 226, 4 F. 2d 302, which it asserts to b2 controlling of the 
issue here presented. In that case it was held that the trade-mark ‘“R.M.C.” was 
not confusingly similar to the trade-mark “D.M.C.,” both appropriated to mer- 
chandise of the same descriptive properties ; the court observing that “‘no one has the 
right, by adopting a combination of figures or letters, to exclude others from the 
adoption and use of different combinations of either.” However, in the much later 
case of Helen Schy-Man-Ski & Sons v. S. S. S. Co., 22 C. C. P. A. 701, 73 F. 2d 
624 [25 T.-M. Rep. 35], the Court of Customs and Patent Appeals was able to 
distinguish from the Dollfus-Mieg case in holding the trade-marks “S.M.S.” and 
“S.S.S.” to be confusingly similar. And in Crystal Corporation v. Manhattan 
Chemical Manufacturing Co., 22 C. C. P. A. 1027, 75 F. 2d 506 [25 U. S. P. Q. 5], 
the same ruling was made with respect to the trade-marks “T.Z.L.B.” and “Z.B.T.” 
There is thus ample authority for the examiner’s position in the instant case, and 
I am clearly of the opinion that applicant’s mark so nearly resembles the registered 
mark upon which the examiner relies as to be likely to cause confusion. 

The decision is affirmed. 
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EX PARTE CHEMICAL PRODUCTS CORPORATION 
Commissioner of Patents 


May 28, 1946 


TRADE- MARKS—REGISTRATION—EFFECT 
Applicant has shown that numerous marks consisting in or comprising the word “Vim” 
have been registered “for food and drinks for men and animals,” and argues that “neither 
appellant nor the registrant is now entitled to any exclusive right in connection therewith.” 
But the validity of the registration must be presumed, and under Section 16 of Act, regis- 
tration affords prima facie evidence of ownership of the registered mark. 
TRADE-MARKS—CONFUSING SIMILARITY 
“Vimpro” is confusingly similar to “Vim.” 
Appeals and Petitions to Commissioner of Patents. 
Commissioner does not pass on unappealed ground of rejection. 
Appeal from Examiner of Trade- Marks. 
Application for registration of trade-mark of Chemical Products Corporation, 
Serial No. 477,097, filed December 1, 1944. From decision refusing registration, 
applicant appeals. Affirmed. 


Murray, Sackhoff & Paddack, Cincinnati, Ohio, for applicant. 
FRAZER, F. A. C.: 


Applicant appeals from the refusal of the Examiner of Trade-Marks to register 
the word “Vimpro” as a trade-mark for “a product which comprises mineralized, 
vitamized protein concentrates, which are to be used as a base in the making of 
feed for live stock and poultry.” 

The application was rejected in view of two prior registrations for stock feeds, 
of the trade-marks “Vim” and “Pro-Vi-Min,” respectively, both effected under 
the Act of February 20, 1905. The appeal is taken upon the sole ground “that the 
word ‘Vim’ ... is an ordinary English word that has been in such common use as 
a trade-mark that it cannot be exclusively appropriated, and that the addition of 
the syllable ‘pro’ to the syllable ‘Vim’ makes a mark so distinctive that confusion 
with the registrant’s mark is unlikely.” 

Applicant has shown that numerous marks consisting in or comprising the word 
“Vim” have been registered “for food and drinks for men and animals,” and argues 
that “neither appellant nor the registrant is now entitled to any exclusive right in 
connection therewith.” 

Sut the validity of the registration must be presumed; and under section 16 
of the Act, it affords prima facie evidence of ownership of the registered mark. 
Applicant has appropriated this entire mark as a prominent part of its own, with the 
result that the two marks, as applied to merchandise of the same descriptive prop- 
erties, are so similar as to be likely to cause confusion. Rogers Peet Co. v. The 
B. F. Goodrich Co., 31 C. C. P. A. 1191, 143 F. 2d 880 [34 T.-M. Rep. 244]. 





178 THIRTY-SIX TRADE-MARK REPORTER 





Since there is, in effect, no appeal from the examiner’s refusal to register appli- 
cant’s mark over the “Pro-Vi-Min” registration, I express no opinion as to the 
propriety of that ground of rejection. 

The decision is affirmed. 





HUNTINGTON LABORATORIES, INC. v. ONYX OIL & CHEMICAL 
COMPANY 


Commissioner of Patents 


May 27, 1946 
TRADE-MAarKS—Not DESCRIPTIVE 


“Onyxsan” is not suggestive of quaternary ammonium antiseptic compound for pharma- 
centical purposes. 
TRADE-MarKS—Not CONFUSINGLY SIMILAR 


“Onyxsan” is not confusingly similar to “Derma-San,” “Deo-San,” “Minto-San,” or 
“Cabint-San.” 





Appeal from Examiner of Interferences. 

Trade-mark opposition No. 23278 by Huntington Laboratories, Inc., against 
Onyx Oil & Chemical Company, application, Serial No. 466,309, filed January 4, 
1944. From decision dismissing opposition, opposer appeals. Affirmed. 


Lockwood, Goldsmith & Galt, Indianapolis, Ind., for Huntington Laboratories, Inc. 
James H. Tully, New York, N. Y. for Onyx Oil & Chemical Company. 


Frazer, F. A. C.: 


Huntington Laboratories, Inc., appeals from the decision of the Examiner of 
Interferences dismissing its opposition to the application of Onyx Oil & Chemical 
Company for registration of the word “Onyxsan”’ as a trade-mark for “a quaternary 
ammonium antiseptic compound for pharmaceutical purposes.” 

Opposer relies upon one registered mark and three that are unregistered. The 
registered mark is ““Derma-San” for “disinfectant.” The unregistered marks are 
“Deo-San,” applied to an “odorless defecator ;” “Minto-San,” applied to a “mint 
formaldehyde spray ;” and “Cabinet-San,” applied to a “bedside cabinet deodorant.” 

While applicant points out that these goods and its own are specifically different, 
it “does not claim to be the first user nor does it claim that the goods of the parties 
are of different classes.” Hence the sole question for determination is whether the 
marks of the parties, as applied to their respective goods, are confusingly similar. 

In support of its argument that they are, opposer cites my decision in Hunting- 
ton Laboratories, Inc. v. Mathieson Alkali Works, 517 O. G. 823, 46 U. S. P. Q. 
388, where I sustained its opposition to the registration of the notations “Aqua- 
San” and “Lustra-San” on the ground that they were likely to be confused with 
opposer’s marks “Liqua-San,” “Auto-San” and “Derma-San.” In that case I said 
[30 T.-M. Rep. 582]: 


Counsel for applicant insist that the only feature of similarity between the marks of 
the parties is the common suffix “San.” It will be observed, however, that all of the marks 
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are three-syllable expressions, and that in each this suffix is separated by means of a hy- 
phen. This arrangement, and the fact that the portion of each mark preceding the hyphen 
is more or less suggestive of the goods to which the mark is applied, lends weight to op- 
poser’s contention that the arbitrary term “San” predominates, and is the feature of all the 
marks upon which purchasers would be most likely to rely as indicating origin of the 
goods. 


But the present applicant’s mark, “Onyxsan,” is not hyphenated ; nor is it in any 
sense suggestive of applicant’s goods. It differs in appearance from each of op- 
poser’s marks, and when considered as a whole does not resemble either of them in 
sound or significance. Cf. Syncromatic Air Conditioning Corporation v. Williams 
Oil-O-Matic Heating Corporation, 27 C. C. P. A. 1010, 109 F. 2d 784. 

I am constrained to agree with the Examiner of Interferences “that the marks 
of the parties are not confusingly similar when considered in their entireties.” His 
decision is accordingly affirmed. 





WEST DISINFECTING COMPANY v. OWEN 
Commissioner of Patents 
May 24, 1946 


TrADE-MarKS—Goops Not HAvING THE SAME DESCRIPTIVE PROPERTIES 
Cough syrup does not have the same descriptive properties as disinfectants, cleansing 
prparations, and deodorants. 
TRADE-MARKS—IDENTITY AND SIMILARITY 
There is not any reasonable likelihood that the current sale of “O-N” cough syrup and 
“CN” insecticide will confuse the public or deceive purchasers. 
Respondent adopted his mark in good faith, and has used it for nearly twenty years with- 
out evidence of confusion. His mark is a valuable business asset and its registration should 
not be lightly canceled. 


Appeal from Examiner of Interferences. 

Trade-mark cancellation No. 4382 by West Disinfecting Company against Cliff 
C. Owen, Registration No. 377,500, issued May 7, 1940. From decision sustaining 
petition, registrant appeals. Reversed. 


Clarence A. O’Brien and Harvey B. Jacobson, both of Washington, D. C., for West 
Disinfecting Company. 
Lester L. Sargent, Washington, D. C., for Owen. 


Frazer, F. A. C.: 


This is an appeal from the decision of the Examiner of Interferences sustaining 
the petition of West Disinfecting Company to cancel trade-mark registration No. 
377,500, issued May 7, 1940, under the provisions of the Act of February 20, 1905, 
to Cliff C. Owen. 

The mark of the registration sought to be canceled is essentially the notation 
“O-N.” It is appropriated to merchandise which is described in the registration as 
“preparation for colds,” but actually and more specifically is a cough syrup. 
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Petitioner owns several earlier registrations of the trade-mark “CN,” which it 
uses primarily for disinfectants, cleansing preparations, and deodorants. To say 
that these goods and applicants have the same descriptive properties would be di- 
rectly contrary to the ruling of the Court of Customs and Patent Appeals in Muh- 
lens & Kropf, Inc. v. Onnen, 17 C. C. P. A. 831, 37 F. 2d 435 [20 T.-M. Rep. 48]. 
In one of the registrations, however, insecticides are included in the description of 
merchandise. And in Vick Chemical Co. v. Central City Chemical Co., 22 C. C. 
P. A. 996, 75 F. 2d 517 [25 T.-M. Rep. 179], the court expressed the opinion that 
insecticides are of the same descriptive properties as medicated cough drops, because 
“the term ‘insecticide’ may include medicinal preparations.” But the court con- 
cluded that “the goods to which the mark ‘Lix’ is applied, while of the same descrip- 
tive properties as the goods to which the mark ‘Vick’s’ is applied, are so different in 
character and use that, considering the difference in the marks together with the 
difference in the goods, confusion would not be likely to occur.” 

I do not think the notations ‘““O-N” and CN” bear much greater resemblance 
than do the words “Lix” and “Vick’s.” Nor do I think there is any reasonable 
likelihood that the current sale of ‘““O-N” cough syrup and “CN” insecticide will 
confuse the public or deceive purchasers. Respondent adopted his mark in good 
faith, and has used it for nearly twenty years without evidence of confusion. His 
mark, like petitioner’s, is a valuable business asset ; and its registration should not 
be lightly canceled. Upon the record presented, it is my opinion that the petition 
should be dismissed. 


The decision of the Examiner of Interferences is reversed. 














Part Il 
TABLE OF CONTENTS 


PAGE 


ROBERT REIS & CO. v. HERMAN B. REISS—(N. Y. Sup. Sp. Term, N. Y. County)— 
It ts well established that even an individual cannot use his own name in a way that causes 


a fraud on the public. Where a corporation is involved the courts have strictly applied 
the rule 


AVRICK, Et AL., DOING BUSINESS AS AGENCY PAPER COMPANY v. ROCKMONT 
ENVELOPE COMPANY—(C. C. A. 10th Cir.) —The function of a trade-mark as a 
right appurtenant to a business or trade is to “designate goods as the product of a par- 
ticular trader, and to protect his good will against the sale of another's product as his’.. 


THYMO BORINE LABORATORY v. WINTHROP CHEMICAL COMPANY, INC. 
tify the origin or ownership of the article to which tt is affixed or, at least, to indicate that 
than different in spelling, appearance and sound. There is a strong likelihood confusion 
would arise between them in the spoken word, memory and writing ...........00000005 


BROEG v. DUCHAINE—(S. J. Ct. Mass.) —The chief function of a trade-mark is to tden- 
the origin or ownership of the article to which it ts affixed or, at least, to indicate that it 
it emanates from the same, though possibly anonymous, source as other goods that have al- 
ready given the consumer satisfaction. It is a badge indicating the genuineness of the 
product to which it ts attached 


MISS SUSAN, INC., Et at. v. ENTERPRISE & CENTURY UNDERGARMENT CO., 
INC—(N. Y. Sup. App. Div. lst Dept.)—In New York State Court accounting, reason- 
able fees paid by plaintiff to counsel and accountant are not ordered paid by defendant. 
Costs and allowances are controlled by statute and successful litigant may recover only 
costs so authorized 


MORTON MANUFACTURING CORPORATION v. THE DELLAND CORPORA- 
TION—(Commissioner of Patents)—Regtstration under ten-year proviso is “entitled to 
exactly the same treatment and protection as any mark registered under the main pro- 
GEE GE THOS AEE BPO TDON 5 i.bnca RMR IRC ere ee He ea 


SEATTLE BREWING & MALTING COMPANY v. COMMISSIONER OF IN- 
TERNAL REVENUE—(U. S. Tax Court)—Owner of trade-name granted perpetual 
exclusive license specific territory to use the name on beer retaining the right to cancel if 
specified royalties were not paid to use name in territory on non-alcoholic beverages.... 
License contained an option whereby the taxpayer might terminate liability for royalties 
by giving promissory notes for $1,000,000 payable in equal installments over a five-year 
period. Option was exercised and notes were paid the parties intended that, on payment 
of $1,000,000 taxpayer should have exclusive and perpetual use of the name. These pro- 
visions are inconsistent with theory of lease or license and are more consistent with sales 


RAINIER BREWING COMPANY v. COMMISSIONER OF INTERNAL REVE- 
NUE—(U. S. Tax Court)—Promissory note received in consideration of an exclusive 
and perpetual right to employ trade-marks on beer within a specific area are not ordinary 
income under Section 22 of the Internal Revenue Code but receipts from the sale of capital 
assets 


EX PARTE, THE MAGI COMPAN Y—(Commissioner of Patents) —Pursuant to Com- 
missioner’s Order No. 3181, 403 O. G. 511, certified copies of articles of incorporation of 
corporations are recorded for search purpose. However firm name of individuals is not 
entitled to recordation 


199 


207 


210 


213 


214 


230 


THIRTY-SIX TRADE-MARK REPORTER 


PART II 


ROBERT REIS & CO. v. HERMAN B. REISS, INC. 
New York Supreme Court, Special Term, New York County 
May 14, 1946 


UnFair COMPETITION—FRAUD AND DECEPTION—PALMING OFF 
The emphasis by defendant on the name “Reiss” and on the color red shown an intent to 
have its goods confused with the goods of the plaintiff. But even in the absence of such a 
showing fraudulent intent would be presumed from the continued use by the defendant of its 
corporate name and Reiss Bros. after notice of plaintiff’s objections. 
UnFairR COMPETITION—NAMES OF INDIVIDUALS 
It is well established that even an individual cannot use his own name in a way that causes 
a fraud on the public. Where a corporation is involved the courts have strictly applied the 
rule. 
PALMING OFF 


When a person suddenly goes into a business for which he has no skill or experience, us- 
ing a name which has become valuable in that business by reason of its association with an 
older well-established concern his fraudulent purpose is recognized by the courts and use of 
the name enjoined. 

The manufacturer who places in the hands of dealers the names for defrauding and de- 
ceiving the public and injuring a competitor is guilty of unfair competition even though those 
to whom he sells directly have full knowledge of the source of the product. 

It is no defense that defendant may not directly have deceived anyone when it has placed 
on the market goods so marked as to be used for unfair purposes. 


Action by Robert Reis & Co., against Herman B. Reiss, Inc. [name now changed 
to Reiss Bros., Inc.|, for trade-mark infringement and unfair competition. Judg- 
ment for plaintiff. 


Nims, Verdi & Martin (Joseph M. Proskauer, Wallace H. Martin and Walter J. 
Holliday, of counsel), attorneys for plaintiff. 

Booth, Lipton & Lipton (Harold A. Lipton and Harold L. Lipton, of counsel), 
attorneys for defendant. 


Cuurcu, J.: 


Plaintiff, Robert Reis & Company, sues defendant, Herman B. Reiss, Inc., name 
now changed to Reiss Bros., Inc., for an injunction against trade-mark infringe- 
ment and acts of unfair competition and for an accounting. Both parties are New 
York corporations. The principal place of business of the plaintiff is at No. 2 
Park Avenue, New York City, New York; that of the defendant is at No. 1161 
Broadway, New York City, New York. 

Plaintiff, since 1885, has been engaged in the manufacture and sale of under- 
wear, sportswear, hosiery and other articles of wearing apparel. The business was 
founded by Robert Reis, who died many years ago, leaving the business in the 
hands of two brothers, one of whom is now the president of the plaintiff and the 
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other a director. Because of the two brothers, the plaintiff on occasion has been 
referred to as “Reis Brothers.” 

From the beginning of its business plaintiff has used the trade-mark ‘‘Reiss” 
in connection with the sale of its wear. Since as early as 1910 it has been com- 
mon practice for plaintiff to display the trade-mark ‘“‘Reis” on labels and in adver- 
tising on a background of red color. In 1908 it applied for and received from 
the United States Patent Office registration for the words “Reis Underwear” in 
connection with a distinctive design, and since that time it has applied for and 
secured from the United States Patent Office seven different registrations for the 
trade-mark “Reis,” five of which were for the word “Reis” alone, and three of 
which were for the word “Reis” in connection with a design. 

The underwear, hosiery, pajamas and other wear bearing its trade-mark “Reis” 
of the plaintiff are now sold extensively in every state of the Union. Its under- 
wear and other wear marked with its trade-mark “‘Reis” are sold in more than 1,300 
retail units in the metropolitan district of New York City and in the majority of 
the better class men’s shops in the Counties of New York and the Bronx. 

For many years plaintiff has advertised “Reis” underwear in the Saturday 
Evening Post, Collier’s, Life, and in various other nationally distributed magazines. 
Plaintiff has also advertised in newspapers and in street cars and subways by dis- 
play advertising cards and in various other forms of display advertising. There are 
few subway riders in New York City who have not seen the card in the subways 
stating “Passengers on this car will please change to ‘Reis’ underwear, pajamas, 
sportswear and hosiery.” Many others will remember that the trade-mark “Reis” 
is set forth on a red background. Plaintiff has expended several million dollars 
in advertising the “Reis” trade-mark and name. During the year 1944, which was 
the first year defendant was in business, plaintiff expended in excess of $250,000 
for advertising its “Reis” wear. 

By reason of wide sales by the plaintiff and advertising of its underwear and 
other products under the name and trade-mark “Reis,” it, many years prior to the 
time that the defendant started its business, acquired and now owns a valuable 
good will in the name and trade-mark. 

Herman B. Reiss, the present vice-president of defendant and former presi- 
dent of defendant, testified that he knew that “Reis” underwear was well known 
as a product of the plaintiff. He had heard of “Reis” underwear prior to the time 
that he and his brother Joseph organized defendant corporation, in newspapers and 
in the subways. 

Maurice M. Reiss, the present president of defendant, testified that “Reis” 
underwear is a very well-known trade-mark in the retail trade, and that he had 
known it to be for a period of fifteen years. He remembered customers coming 
in and asking for “Reis” underwear, and in such cases he gave them the product 
of Robert Reis & Company. He remembered the label showing the trade-mark 
“Reis” on a red background. 

Maurice M. Reiss knew as early as 1938 that plaintiff objected to the use of the 
name “Reiss Bros.’ because at that time he received a copy of letter from plain- 
tiff objecting to the use of the name “Reiss Bros. Textile Co.” 
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Defendant was incorporated on December 20, 1943, under the corporate name 
Herman B. Reiss, Inc. In March or April, 1945, it changed its name to Reiss 
Bros., Inc. The corporate name Reiss Bros., Inc., is no longer used, and the name 
Camtex, Inc., is presently used, but the name “Reiss Bros.” still appears on both 
windows of the store front of the defendant. 

Defendant is controlled by four brothers named Reiss. Three of them are or 
were officers and directors, and another an employee. As above stated, two of the 
brothers have admitted their knowledge of plaintiff’s use of “Reis” for many 
years. Prior to defendant’s incorporation in 1943, none of the brothers was known 
in the trade as jobbers or factory agents. They had had some experience in the 
retail field where they became well acquainted with “Reis” underwear, but their 
name was not known in the jobbing field, and thus had no peculiar value to de- 
fendant’s incorporators. In fact, two of the brothers have been in financial diffi- 
culties, including at least three bankruptcies and an assignment for the benefit of 
creditors, all of which has tended to bring their name into disfavor. 

With full knowledge of the meaning of the name “Reis” in the trade as a trade- 
mark of plaintiff, and of plaintiff’s objections to the use of the name “Reiss” in 
the same trade, defendant from the beginning gave great emphasis to the name 
“Reiss.” 

The label abbreviated the corporate name to H. B. Reiss, Inc. ; the name “Reiss” 
was displayed in letters much larger than the initials “H. B.”’ and the abbreviation 
“Inc.,” and the name “Reiss” was printed in red letters, which gave added em- 
phasis to the name “Reiss” and is the same color used by plaintiff in connection 
with its trade-mark “Reis.” If seen from a distance of a few feet, the impression 
left by this label is merely the name “Reiss.” 

The name of the defendant was imprinted on its store windows in much the same 
fashion as on the labels, with the letters in the name “Reiss” much larger than the 
initials, and with red coloring. On the store windows of the defendant the abbre- 
viation of its name, substantially the same as on the label, appeared at least five 
different times. Also, the defendant adopted billheads and other stationery dis- 
playing its name substantially the same as on the label. 

Defendant adopted a letterhead even much more objectionable. The name 
“Reiss” in large red letters was printed within an octagonal figure with the initials 
“H. B.” and the abbreviation “Inc.” without the octagonal figure. 

After the change of the corporate name of defendant to Reiss Bros., Inc., de- 
fendant changed its labels to Reiss Bros., Inc., but it continued to use the red color 
and in one case the words Reiss Bros., Inc., were used one on top of the other, and 
in another in a straight line. In either case great emphasis was given to the name 
“Reiss” by using it as either the top word or the first word. The defendant has now 
adopted the new name Camtex, Inc., with the use of the words Reiss Bros. in con- 
nection therewith. 

For over a year after its incorporation defendant sold its underwear in boxes 
bearing the label first referred to above. It was common practice for these boxes, 
with the label showing, to be displayed on the counters of retail stores so that mem- 
bers of the public could see the labels. It was shown at the trial that a well-known 
department store on the west coast advertised the underwear of the defendant as 
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“Reiss shorts.’ Clerks in another well-known department store in New York City 
on several occasions when “Reis” underwear was called for sold the wear of the 
defendant and even pointed to the label of the defendant to show that it was the 
wear called for by the purchaser. It was shown that members of the public asso- 
ciated the label of the defendant with the well-known “Reis” underwear of which 
they have heard for many years. 

Plaintiff first learned of the use by the defendant of its corporate name in May, 
1944, and promptly demanded that defendant discontinue the objectionable prac- 
tices, but defendant refused to do so. This notice followed by some six years the 
notice given to the present president of defendant that the name “Reiss Bros.” was 
objectionable to plaintiff. 

The emphasis by defendant on the name “Reiss” and on the color red shows 
an intent to have its goods confused with the goods of the plaintiff. But even in 
the absence of such a showing fraudulent intent would be presumed from the con- 
tinued use by the defendant of its corporate name and Reiss Bros. after notice of 
plaintiff’s objections. 

In Straus v. Notaseme Co., 240 U. S. 179, 182, 1916, Mr. Justice Holmes said 
that when defendants, after receiving notice “Stood upon their rights of course they 
made themselves responsible for the continued use of a label that might be held 
likely to deceive, and if it should be held manifestly to have that tendency, they 
would be chargeable for what in contemplation of law was an intentional wrong, or a 
fraud, although the case is wholly devoid of any indication of an actual intent to 
deceive, or to steal the reputation of the plaintiff’s goods.” 

It is well established that even an individual cannot use his own name in a way 
that causes a fraud on the public. Where a corporation is involved the courts have 
strictly applied the rule. 

In Westphal v. Westphal’s, 216 App. Div. 53, Ist Dept., 1926, aff'd 243 N. Y. 
639, plaintiff owned the business of manufacturing ‘“Westphal’s Auxiliator,” a hair 
tonic first put on the market in 1881 by Paul Westphal. The defendant, Paul West- 
phal, a grandson of the originator of the business, who had previously been em- 
ployed in the family business, went into the manufacture of a similar hair tonic 
which he sold as “‘Westphal’s World’s Best Hair Tonic.” In 1924 defendant in- 
corporated his business under the name “Westphal’s World’s Best Corporation.” 
Plaintiff had advertised its hair tonic “consistently and constantly” and the proof 
showed that “Westphal’s” was used throughout the country and generally regarded 
as the best hair tonic on the market. Plaintiff had always sold its goods in bottles 
and defendant advertised that its product was “now sold in bulk” so as to give the 
trade the impression that defendant was dealing in the original Westphal’s tonic. 
In addition, defendant put out window display cards “Bearing the inscription ‘West- 
phal’s’ in large letters and beneath ‘World’s Best Hair Tonic manufactured by the 
Paul Westphal Company, New York.’” Defendant also advertised “Westphal’s 
World’s Best Hair Tonic is the original and genuine formula and best foaming tonic 
manufactured.” 

In affirming the judgment restraining absolutely the use by the defendant of 
the word “Westphal” in the hair tonic business, the court said (p. 57) : 
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At first thought it would seem somewhat unusual, at least, that a man should be re- 
strained from using his surname in connection with his business and in advertising wares 
which he manufactured unquestionably, if the evidence indicated that the defendants had 
acted honestly in adopting the word “Westphal’s” to describe their goods, and thereby 
they had not deprived the plaintiff of a property right in such name and had done nothing 
to injure the plaintiff, the court would have been compelled to deny the plaintiff injunctive 
relief. After reading the evidence in the case, we are convinced that the defendants have 
not acted honestly, but have illegally appropriated the name “Westphal’s” and have sought 
by advertising and by putting out their goods, to destroy the plaintiff and through fraud 
and deceit to deprive it of a property right which the plaintiff, through long years of hair 
tonic manufacture and in advertising the same and in dealing with the trade, had acquired. 


In reviewing the authorities, the court said (p. 63) : 


The law is well settled that even in cases where family names are involved a person 
niay not give his name to a corporation and thereby take from another concern its good 
will and rights which it has acquired by the use of such name (citing Higgins Co. v. Hig- 
gins Soap Co., 144 N. Y. 462). 


And the court continued (p. 71): 


We are of the opinion that, under the circumstances of the case at bar as revealed by 
the record, the court below properly restrained the use by the defendants of the name 
“Westphal” in connection with the manufacture and sale of hair tonic, and that where, 
as in the case at bar, it clearly appears that defendants’ use of that name was for the dis- 
honest purpose of obtaining from the plaintiff that for which it had labored for long years 
and for which it had spent a large amount of money in advertising, and for the purpose of 
deceiving the public into the belief that the defendants were engaged in the manufacture 
and sale of plaintiff’s well-known preparation, the defendant should be restrained. The 
past conduct of young Paul Westphal and those associated with him has been such as to 
convince us that by nothing short of the injunction contained in the judgment appealed 
from will the plaintiff receive adequate protection. 


In Compania “Ron Bacardi” S. A. v. American Bacardi Rum Corporation, N. Y. 
L. J., June 20, 1934, aff’d 242 App. Div. 754, Ist Dept., 1934, plaintiff was the maker 
of the well-known “Bacardi” rum, and defendant adopted the name Bacardi, claim- 
ing the right to use it, because one of its members had the name Bacardi. In grant- 
ing an injunction pendente lite enjoining the use by the defendant of “Bacardi,” the 
court said: 


Bacardi is no longer merely the name of people in business; it is the trade-mark by 
which a certain product is known. In all such cases the question is whether the adoption 
of the name was intended by the defendant to capitalize on plaintiff’s representation, and 
whether the scheme has a reasonable chance of deceiving. There is no conflict on the law 
in the case.... There is another principle involved here. The name Bacardi is so identi- 
fied with a certain rum that it is almost a common noun. When a family name has reached 
that stage of alteration in meaning, and the product is of a high quality so that, as here, 
the name Bacardi really means “rum which consumers may rely on for quality because it 
bears the name Bacardi,” no one else can put out a similar article and call it Bacardi, be- 
cause that use of the name no longer connotes its usual meaning. 


By using “Reiss” in large red block letters with the initials “H. B.” and the 
abbreviation “Inc.” in comparatively small letters on either side of the name “Reiss,” 
defendant is in the same position as the defendant was in Lerner Stores Corporation 
v. Lerner Ladies Apparel Shop, Inc., and should be enjoined (218 App. Div. 427, 
[st Dept., 1926). 
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In the Lerner case, plaintiff and its predecessor had used the name “‘Lerner” on 
their goods and as part of the names used by its company, ‘“‘Lerner Waist Company” 
and “Lerner Shops,” for about twenty years in the business of selling “waists, 
blouses and apparel, hosiery, underwear and kindred articles’ and had spent over 
a million dollars in advertising the name “Lerner.” Plaintiff’s yearly sales amounted 
to several million dollars. The individual defendants, in collaboration with one 
Abraham Lerner, formed the corporate defendant and opened a store selling simi- 
lar goods under the name “Lerner’s Ladies Apparel Shop, Inc.” Defendants in 
their display advertising did not emphasize their corporate name but the name 
“Lerner” standing alone just as the plaintiff did. The remainder of the corporate 
name was included in small and inconspicuous type. (Italics ours.) 

In reversing the court below and granting a preliminary injunction, Finch, J., 
said (p. 428): 


Upon this appeal the defendants seek to bring what they are doing within the principle 
of the cases which hold that a person may not be enjoined from honestly using his own 
name in his own business because it is similar to that of a rival and that within certain 
limitations a person may likewise use his own name as part of the corporate title of the 
business in which he is engaged. The manner in which the defendants have sought to do 
this stamps it clearly as nothing but a makeshift and carries its own refutation. 


Quoting Henry Manufacturing Co., Inc. v. Henry Screen Manufacturing Co., 
Inc., 204 App. Div. 27, 29, the court said (p. 430) : 


The result of all the cases, as I view them, is that if the similarity of names is such 
that the public is likely to be deceived, then the plaintiff is entitled to the relief prayed for. 
A corporation cannot, by the adoption of a name so closely resembling that of another 
as to induce people to deal with it in the belief that they are dealing with the other, ap- 
propriate the business of the first corporation. A corporation which has established a 
valuable business with a valuable reputation built up by years of upright dealing and the 
expenditure of large sums of money for advertising cannot be deprived of that business by 
a corporation which adopts a name which so closely resembles the former as to deceive the 
public by leading it to believe that it is dealing with the former when dealing with the lat- 
ter.... Moreover, even though the facts showed that Abraham Lerner was an integral 
part of the business of defendants, the name of Lerner could not be employed in such man- 
ner as to constitute a fraud upon the plaintiff and a deception of the public. (Italics ours.) 


In Tierney Sons, Inc. v. Tierney Bros., Inc., 130 Misc. 428, S. Ct., N. Y. Co., 
1927, plaintiff and its predecessor had manufactured lunch wagons since 1898 on a 
large scale. Their product was known as a “Tierney lunch wagon” and “the name 
of Tierney became a synonym for the better class of lunch cars,” and plaintiff be- 
came the largest manufacturer of such equipment with a national reputation. The 
defendant was incorporated by sons of the founder who had been formerly con- 
nected with plaintiff and advertised itself as “Originators and Developers of the 
Famous Tierney Dining Car” and began to circularize the trade and plaintiff’s cus- 
tomers, announcing the “resumption of the manufacture of dining cars” and hop- 
ing “for a continuance of your past patronage” and referring to the maintenance of 
“the same high standards of construction and service as in the past.” 

In granting an injunction pendente lite, restraining defendant from using any 
name of which “Tierney” is a part in connection with lunch wagon business, the 
court said (pp. 434-435) : 
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There is, then, abundant evidence that the Tierneys and the defendant are not using 
the name “Tierney” in honest and fair competition with the plaintiff, but that on the con- 
trary are endeavoring by improper, unfair and fraudulent means to take advantage of that 
name for the purpose of profiting from the plaintiff’s reputation and misleading the public 
into the belief that their products are those of the plaintiff. As Swan, J., pointed out in 
Jergens Company v. Bonded Products Corporation (U. S. Circuit Court of Appeals, 
2d Circuit, 21 F. 2d 419): “The principle that no man has a right to represent his goods 
as the goods of another” is applicable to misrepresentations by the use of a proper name, 
as well as by other means, even though the name be one which the defendant would ordi- 
narily be privileged to use. . . . The leading case in this State is that of Higgins Co. v. 
Higgins Soap Co., 144 N. Y. 462, where the court said (at p. 468): “The right of a man 
to use his own name in his own business the law protects, even when such use is injurious 
to another who had established a prior business of the same kind and gained a reputation 
which goes with the name. But in such cases the courts require that the name shall be 
honestly used, and they permit no artifice or deceit, designed or calculated to mislead the 
public and palm off the business as that of the person who first established it and gave it 
its reputation. .. .” Moreover, as the court pointed out in that case, no additional im- 
munity is derived from the fact that the corporate name is that of one or more of the in- 
corporators. The name must nevertheless be honestly and fairly used. Chas. S. Higgins 
Company v. Higgins Soap Company, 144 N. Y. 462, 1895. 


In that case the plaintiff and its predecessors had been in the soap business since 
1846. In the past sixteen years they had spent $300,000 in advertising and their 
products were extensively sold in New York and other states and known to the trade 
as “Higgins Soap” and plaintiff was sometimes known as “Higgins Soap Com- 
pany.” Defendant was organized by a former president of plaintiff in 1892 under 


the name of “Higgins Soap Company” and marked its soap “Higgins Soap Com- 
pany, Original Laundry Soap, Charles S. Higgins, Prest.” 

In reversing the court below, and ordering an injunction restraining the use of 
the corporate name “Higgins Soap Company” of the defendant in the business of 
manufacturing and selling soap, the court said (pp. 467-468) : 


The defendant is a distinct person in the law from Charles S. Higgins, one of its cor- 
porators and officers. It had entered into no contract with the plaintiff, nor does it de- 
rive any of its rights from Charles S. Higgins. It stands in respect to the question involved 
in this litigation in the same situation as if Charles S. Higgins had never been a corporator 
or stockholder. It cannot appropriate the name, or the trade-marks, or the business of the 
plaintiff by any simulation or deceit, because the law prohibits such appropriation by any 
person, natural or artificial; but the fact that Charles S. Higgins was active in organizing 
the defendant, or that he may have been actuated in doing so by feelings hostile to the 
plaintiff or by a desire to injure its business, is, as we conceive, irrelevant to the case... . 
we think it is equally clear that the defendant derives no additional immunity from the 
fact that the name of “Higgins,” in its corporate name, was that of one or more of its 
corporators, or that Charles S. Higgins, or any one of that name, might engage in the 
soap business under the family name, or that Charles S. Higgins and the other corporators 
of the same name had consented to its use. The right of a man to use his own name in his 
own business the law protects, even when such use is injurious to another who has estab- 
lished a prior business of the same kind and gained a reputation which goes with the 
name. But in such cases the courts require that the name shall be honestly used, and they 
permit no artifice or deceit, designed or calculated to mislead the public and palm off the 
business as that of the person who first established it and gave it its reputation. 
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The court continued (pp. 468-469) : 


In respect to corporate names the same rule applies as to the names of firms or indi- 
viduals, and an injunction lies to restrain the simulation and use by one corporation of the 
name of a prior corporation which tends to create confusion and to enable the latter cor- 
poration to obtain, by reason of the similarity of names, the business of the prior one. The 
courts interfere in these cases, not on the ground that the state may not affix such corporate 
names as it may elect to the entities it creates, but to prevent fraud, actual or constructive. 


The court held further (pp. 471-472): 


The promoters of the defendant, knowing the history of the business established by 
Higgins, Sr., in 1846, its transfer to the plaintiff, that the product was known to the trade 
as “Higgins Soap,” that the business has become very valuable and that large sums had 
been expended in advertising it, proceeded to organize the defendant corporation under 
the name of “Higgins Soap Company,” and to manufacture soap in the same city where 
the plaintiff’s business was carried on. The inference seems irresistible that the defendant 
assumed its corporate name so that it should carry the impression that it was the manu- 
facturer of “Higgins Soap” so well known to the public. But if the name was assumed 
in good faith, and without design to mislead the public and acquire the plaintiff's trade, 
the defendant, knowing the facts, must be held to the same responsibility as if it acted 
under the honest impression that no right of the plaintiff was invaded. ... The evidence 
shows that confusion has arisen, and it is a reasonable presumption that if the defendant 
is permitted to continue to carry on the business o“ soap making under its present narne 
the public will be misled and the plaintiff’s trade diverted, the extent of such diversion in- 
creasing with the increase of the defendant’s business. We think the plaintiff, upon the 
facts found and proved, was entitled to relief by injunction. 


Hat Corporation of America v. D. L. Davis Corporation, 4 F. Supp., 613 D. 
Conn., 1933, involved the name “Dobbs” used on hats by plaintiff and its predeces- 
sors since 1908, during which time they had spent large sums on advertising the 
name “Dobbs,” and up to 1930 had sold hats with a wholesale value of about $28,000,- 
000. The court found that the name “Dobbs” prior to 1931 had come to identify 
in the minds of the trade and purchasing public only hats produced by plaintiff and 
its predecessors. Defendant was organized as a Connecticut corporation in 1931 
by Wm. H. Dobbs, the son of the first president of predecessor of the plaintiff and 
sold hats under the name “Wm. H. Dobbs.” No attempt to confuse purchasers 
was made by defendant beyond the use of the name “Dobbs” and some advertising 
in which the size of the initials “Wm. H.” was subordinated, and the use of “Sole 
Manufacturers of Wm. H. Dobbs Hats” on stationery, &c. Nevertheless, con- 
fusion resulted and defendant was enjoined from any use of the name “Dobbs.” 
The court rejected the suggestion of an explanatory suffix and in order to facilitate 
a final settlement of the litigation the court held (p. 623) that Wm. H. Dobbs him- 
self was precluded : 


. .. by the combination of the public interest and the plaintiff’s right from using even 
his own name on the product or in advertising or elsewhere as the designation or as a 
party of the designation of the product. This conclusion has equal application to the use 
of the name on the hat box. For the public knows the product by the name, not by the 
box. Subject to these limitations, however, he had the right to manufacture and sell hats 
under his own name. He could lease ur buy factories or stores, he could hire help, and 
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could carry on a thousand other incidents of business under his own name, without caus- 
ing any confusion. 





The opinion of Hincks, J., is a valuable one, for it reviews the English and 
American cases involving personal names and exposes the ineffectiveness of ex- 
planatory phrases, prefixes and suffixes (p. 662). 











Since the only purpose of an explanatory suffix is to prevent confusion between the 
impressions conveyed by the defendant's use of the name and those conveyed by the 
plaintiff’s use of the name, the efficacy of such a suffix will largely depend upon the con- 
notations which the public has become habituated to attach to the plaintiff’s use of the name. 
Since this name has acquired its secondary meaning largely by advertising, that fact and 
the content of such advertising will indicate the association of ideas which attaches in the 
public mind to the name. The evidence shows that the plaintiff’s advertising has empha- 
sized the surname only. It is a fair inference that the public has long since forgotten, if it 
ever knew, DeWitt Dobbs, the man, and Dobbs & Co., the plaintiff’s predecessor of which 
he was the president. The surname alone remains in the public mind as an identification 
mark about which cluster associated ideas such as quality and style in headgear. 

The name has become a purely impersonal symbol. It no longer signifies anything as 
to the place of manufacture, or the personal identity of the manufacturer. This, the evi- 
dence fairly indicates, is the meaning of “Dobbs” to the public. Precisely the same images 
are evoked by the sight or sound of “Wm. H. Dobbs,” and the effect is no different if fol- 
lowed by such a phrase as “not connected with the original Dobbs.” For the eye of the 
purchaser, long taught to identify the product by the name Dobbs alone, promptly registers 
the identity as complete upon catching the surname without noticing and pondering the 
significance of initials or suffix. And even the occasional purchaser who notices the suffix 
is not enlightened. For one who has known of one Dobbs only, suddenly confronted with 
the suggestion that there are in existence varieties of the species, is not informed which 
Dobbs is “his” Dobbs. Confusion is created by the very explanation intended to avert 
confusion. The purchaser whose impressions have been gradually acquired through con- 
tinuous advertising cannot himself mentally locate the origin of his impressions as to time 
or place. And it is not to be expected that a hat clerk who chances to wait on him can 
accurately trace his impressions. 






























































































The defendant is a new corporation and the brothers Reiss operating and con- 
trolling defendant had no background or experience providing any legitimate ex- 
cuse for manufacturing or jobbing underwear under the name “Reiss.” 

Herman B. Reiss (age early 40’s) after leaving elementary school was em- 
ployed in a few minor jobs in one or two Brooklyn department stores. For approxi- 
mately the past twenty years his experience consisted in working in the general con- 
tracting and carpentry business on his own and with his father and selling insurance. 
Thereupon he became president of Herman B. Reiss, Inc., jobbers and mill agents 
for underwear and sportswear. This was the name under which the defendant 
operated at the time suit was brought. 

Joseph Reiss (age late 30’s) was another general contractor and carpenter asso- 
ciated with his father until he and his brother Henry opened a retail men’s store on 
Pitkin Avenue, Brooklyn. 






































Maurice Reiss, former operator of retail men’s furnishing stores in Brooklyn, 


made an assignment for the benefit of creditors in 1939. (Now president of de- 
fendant. ) 
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Henry Reiss (early 40’s) also conducted a series of unsuccessful retail men’s 
furnishing stores as well as acting as a hosiery salesman and operating a Reiss 
Hosiery Company and Reiss Hosiery Corporation, which folded up leaving un- 
paid obligations and ended in bankruptcy. 

Obviously there was no good will even in the retail end of the men’s furnishing 
business attached to the general contracting, carpentering, insurance selling and 
frequently bankrupt Reiss. The only apparent reason why defendant was formed 
and the brothers Reiss turned to the manufacturing and jobbing of underwear and 
sportswear was the opportunity to trade on the good will of the plaintiff in the 
name “Reis.” This is evidence of fraud and unfair competition. 

When a person suddenly goes into a business for which he has no skill or ex- 
perience, using a name which has become valuable in that business by reason of its 
association with an older, well-established concern, his fraudulent purpose is recog- 
nized by the courts and use of the name enjoined. In Vick Medicine Co. v. Vick 
Chemical Co., 11 F. 2d 33, C. C. A. 5, 1926, plaintiff had sold medicinal prepara- 
tions under the trade-mark “Vick’s” since 1894. June, 1924, W. P. Vick, a salesman 
of automobile tires, went into business with one West, a salesman for an automobile 
company who formerly had been a druggist and once had marketed ‘“West’s Grippe 
Remedy,” a venture which was a failure. These two organized the defendant cor- 
poration and put West’s old remedy on the market as “Vick’s Grippe Remedy.” 
An injunction was granted and the decree affirmed. 

In De Nobili Cigar Co. v. Nobile Cigar Co., 56 F. 2d 324 [22 T.-M. Rep. 136], 
C. C. A. 1, 1932, plaintiff and predecessors had sold “De Nobili Cigars” since 1906. 
Defendant was organized by Francesco G. Nobile, who was not a cigar manufac- 
turer, and two associates who were. “It is apparent that Nobile was taken into the 
corporation to furnish a plausible excuse for using the name ‘Nobile’ in connection 
with its manufacture of cigars.” Defendant also copied the color scheme and gen- 
eral appearance of the labels, bands and boxes of the plaintiff. The District Court 
held that the defendant was entitled to use the name if it distinguished the wrappers 
and containers of the goods, but the Circuit Court of Appeals directed an injunc- 
tion restraining all use of the name. 

In William Rogers Manufacturing Co. v. R. W. Rogers Co., 66 F. 56, S. D. 
N. Y. 1895, aff'd 70 F. 1017, a preliminary injunction was granted against the use 
of the name “Rogers” on silver-plated ware by a corporation organized by certain 
persons including Robert W. Rogers, formerly a salesman but never a manufacturer 
of silver-plated ware. The decree was affirmed. A similar injunction was granted 
in International Silver Co. v. Wm. H. Rogers Corp., 67 N. J. Eq. 646, 80 Atl. Rep. 
187, N. J. Err. & App. 1905, where the corporate defendant was organized by Wil- 
liam Henry Rogers, a machinist previously engaged in the bicycle business, who 
formed a partnership with a tax assessor who furnished the capital, and made ar- 
rangements with a manufacturing concern which made spoons and forks and 
stamped them with the name “Wm. H. Rogers Co.” 

In International Silver Co. v. Wm. G. Rogers Co., 113 F. 526, D. Mass., 1902, 
aff'd 118 F. 133, defendant company was organized by Wm. G. Rogers, a bank clerk, 
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who joined with him other persons skilled in the trade but whose names were not 
Rogers. A preliminary injunction was granted and the decree affirmed. See also 
International Silver Co. v. Rodgers Bros. Cutlery Co., 136 F. 1019. 

The manufacturer who places in the hands of dealers the names for defrauding 
and deceiving the public and injuring a competitor is guilty of unfair competition 
even though those to whom he sells directly have full knowledge of the source of 
the product. It is no defense that defendant may not directly have deceived anyone 
when it has placed on the market goods so marked as to be used for unfair purposes. 


Von Mumm vy. Frash, 56 F. 830, 836: 


What the defendants do is this: They make, and put in the hands of other persons, the 
means of fraud, knowing that these means can be, and probably will be, employed for the 
purpose of fraud, and to the injury of the complainants. The defendants make and sell, 
knowingly, the tools for fraud; and they, and the knaves who buy the tools of them, intend- 
ing to use them for the fraudulent purpose of which they are constructed, are co-conspira- 
tors, each guilty of the fraud perpetrated in pursuance of the intention with which the tools 
were made and this although the particular person intended to be defrauded is not agreed 
upon between them. A person who knowingly sells counterfeit money of his manufacture, 
to a person who buys it as counterfeit money with intent to utter it as true, is found guilty 
of selling counterfeit money with intent to defraud. The use of “a token by which the party 
acquires a greater credit ;” “some token which may affect the public ;” “fraud which, in its 
nature, is calculated to deceive numbers ;” “selling goods with counterfeit marks ;” “plac- 
ing a false mark upon a spurious article, to pass it off as genuine” (Dr. Burns, J. P., 
Vol. 3, p. 271)—are the ingredients of crime at common law. Present as these ingredients 
are in the case, they show the defendants guilty of fraud when they make and sell a product 
dressed up in the manner described. 


Hiram Walker & Sons v. Grubman, 224 F. 725. An injunction was granted 
restraining infringement of the trade-mark “Canadian Club” of the plaintiff and 
also the labels and get-up of plaintiff’s whiskey. Defendants used the words “Cana- 
dian Type.’ Some of this whiskey was sold in bottles and some was sold in the 
wood to saloon keepers. The latter sales resulted in fraudulent substitution by pass- 
ing off of “Canadian Type” whiskey as “Canadian.” Answering a question as to 
whether the whole bar supply therefore became illegal, Judge Learned Hand said 
(pp. 731, 732, 733) : 


The mere possibility of fraudulent use is of course not enough to prevent all sales 
(Rogers v. Wm. Rogers Manufacturing Co., 70 F. 1019, 17 C. C. A. 2nd Cir.), yet if the 
inevitable use of the article sold be a tort, or if the buyer announce his purpose of so using 
it when he buys, then the law, in my judgment, regards the seller as a contributor to the 
tort. The nearest analogy in the law is the doctrine of contributory infringement of 
patents. It has long been settled that the selling of a part of a patented invention which 
can be used only in violation of the patentee’s rights is an infringement. Wallace v. 
Holmes, 9 Blatch, 65 Fed. Cas. No. 17,100; Heaton Button-Fastener Co. v. Eureka Spe- 
cialty Co., 77 F. 288, 25 C. C. A. 267, 35 L. R. A. 728; Rupp v. Wittengfeld Co. v. Elliott, 
131 F. 730, 65 C. C. A. 544; Leeds & Catlin v. Victor Talking Mach. Co., 154 F. 58, 
83 C. C. A. 170, 23 L. R. A. (N. S.) 1027; Id. 213 U. S. 325, 29 Sup. Ct. 495, 53 L. Ed. 
805. When the article may be used honestly or in violation of the plaintiff’s rights another 
question arises. Should knowledge of how the buyer means to use the goods be enough? 
That was directly decided in the affirmative in Henry v. A. B. Dick Co., 224 U. S. 1, 32 
Sup. Ct. 364, 56 L. Ed. 645, Ann. Cas. 1913D, 880. There while Mr. Justice Lurton 





tinguished its shoes from complainants by using different boxes. 








agreed that there must be some intent and purpose that the article shall be illegally used, 
he thought it enough when the only fact certified was that the seller sold with the expecta- 
tion that the buyer would use it to infringe. Bauer v. O’Donnell, 229 U. S. 1, 33 Sup. 
Ct. 616, 57 L. Ed. 1014, 50 L. R. A. (N. S.) 1185, Ann. Cas. 1915 A., 150; however it may 
affect Henry v. Dick Co., supra, does not touch this part of it. This case has been recog- 
nized by the Circuit Court of Appeals of this circuit as deciding that knowledge was 
enough. Crown Cork & Seal Co. v. Brooklyn Bottle Stopper Co. (C. C.), 172 F. 225; 
Id. 200 F. 592, 119 C. C. A. 20... . It does not appear that the jobbers to whom the de- 
fendants sold themselves in turn sold only to fraudulent retailers. If the defendants are 
to be understood, as in parts of the opinion seems to be suggested, as having actually shown 
the jobbers how to disguise the bitters for the plaintiff’s, it goes beyond what I should 
suppose ever was permissible (Kalem Co. v. Harper Bros., supra)... . I therefore con- 
clude that to sell Canadian Type whiskey to one who announces that he means to use it 
for refilling Canadian Club bottles is a tort. Of this tort P. H. Goldberg was guilty upon 
his own admission. His statement that he told them he did not recommend or advise such 
a practice did not fulfill the measure of his duty. I think he was obliged reasonably to 
assure himself that they proposed to sell the whiskey honestly before he was free to sell. 
The exact terms of such an assurance it is impossible to fix in advance; the buyer’s merely 
formal, and obviously colorable, assent would not be enough, but clearly the seller’s duty 
does not extend to a supervision over the buyer’s trade. On the other hand, I think that, 
considering the character of the bar demand, the duty of the seller should not depend upon 
the buyer’s actually announcing that he means to refill bottles. The facts in this case show 
that the great proportion of this whiskey is sold in substitution, and I can see no reason 
why any of the defendants should shut their eyes to facts which must be clearer to them 
than any one else. When they sell Canadian Type whiskey to saloon keepers, they know 
that in nine cases out of ten, probably in much greater proportion, the whiskey must be 
used to pass off in one form or another. I cannot think that this is a mere possibility 
which they may disregard; I think it imposes upon them the same active duty of assur- 
ing themselves before sale that the sale in question is one of the few which will result in 
honest trade. Prima facie such purchases are a fraud; a seller should take some pains, 
when that is so, to see to it that he is not abetting such a fraud. 
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In Wolf Bros. & Co. v. Hamilton Brown Shoe Co., 206 F. 611, C. C. A. 8th 
Cir., 1913, the question was raised as to whether defendant had sufficiently dis- 


reached the dealers but seldom were seen by customers. 





The appellee conceived that it has discharged its duty and obligation to the appellant, 
and to the public, if it has used means which would excuse it from the charge of having 
deceived its own customers. It says: “We are not concerned with what the retailer does, 
we are concerned with how Hamilton-Brown Shoe Company sells shoes.” Such is not the 
law. If a manufacturer or wholesale dealer wilfully puts up goods in such way that the 
ultimate purchaser will be deceived into buying the goods of another, it is no defense that 
he does not deceive and has no intention of deceiving the retailer, to whom he himself 
sells goods. The question is whether the defendants have or have not knowingly put into 
the hands of retail dealers the means of deceiving the ultimate purchaser.” 


These boxes 


In Coca-Cola Co. v. Gay Ola Co., 200 F. 720, 722, in which the copying of the 
color of a drink was enjoined, Judge Denison referred to “contemplated fraud” of 
the defendant, adding (p. 724): 


Under these circumstances, we need not consider what the rule would be if the color 
was the incidental result of an ingredient used for some other purpose, nor yet what the 
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rule would be if the defendant had adopted even a wholly unnecessary identity in color 
connection with a good-faith effort to sell its own goods on their own merits. 


In F. T. C. v. Winsted Co., 258 U. S. 483, 494, 1922, the Court said (p. 494) : 


A method inherently unfair does not cease to be so because those competed against have 
become aware of the wrongful practice. Nor does it cease to be unfair because the falsity 
of the manufacturer’s representation has become so well-known to the trade that dealers, 
as distinguished from consumers, are no longer deceived. The honest manufacturer’s busi- 
ness may suffer, not merely through a competitor’s deceiving his direct customer, the 
retailer, but also through the competitor’s putting into the hands of the retailer an un- 
lawful instrument, which enables the retailer to increase his own sales of the dishonest 
goods, thereby lessening the market for the honest product. That a person is a wrongdoer 
who so furnishes another with the means of consummating a fraud has long been a part 
of the law of unfair competition. 


In Reid, Murdoch & Co. v. H. P. Coffee Co., 48 F. 2d 817, C. C. A. 8, 1931, 
plaintiff had used the trade-marks “Monarch” and “Monarch Mills” for coffee and 
other grocery items since 1878. Subsequently defendant began to use “Monarch” 
as a trade-mark for coffee sold in cans, paper packages and cardboard cartons, 
which were of a different shape and color from those of the plaintiff. The printing 
on the packages of the defendant was also dissimilar in shape and color except as 
to the word “Monarch.” Numerous retailers handling the coffee of the defendant 
advertised it in the local papers as “Monarch” and with no further identification for 
the purpose of palming off the cheaper product of the defendant for the established 
brand put out by plaintiff and they succeeded in palming off the goods of the de- 


fendant, because the packages and containers of both plaintiff and defendant bore 
the word “Monarch.” The court below denied an injunction on the ground that 
while buyers were misled by these acts of the retailers, defendant did not directly 
connive with the retailers except that it used the word “Monarch” on its coffee. 


In reversing the court below and ordering an injunction, the court said (pp. 819, 
820) : 


It is, however, the contention of the defendant and the lower court so held, that the 
plaintiff was not entitled to injunctive relief against it for unfair competition because it 
had not connived with the retail grocers in their acts of unfair competition. It is true 
the defendant had no direct part in these acts of unfair competition. The goods, however, 
as put out by it bore the name “Monarch,” and, while it is true the containers bore other 
distinguishing marks, yet the use of the word “Monarch” furnished the merchants with 
the means or tools of committing a fraud upon the public. The acts of these retail mer- 
chants might well have been anticipated by the defendant. These goods were supplied 
by the defendant for the purpose of being resold on the market, and the use of this word 
“Monarch” by it made it possible for the retail merchants to commit a fraud upon the pub- 
lic to the injury of the plaintiff. N.K. Fairbank Co. v. R. W. Bell Mfg. Co., 77 F. 869; 
Von Mumm vy. Frash, 56 F. 830; N. K. Fairbank Co. v. Luckol, King & Cake Soap Co., 
102 F. 327; Rice & Hutchins v. Vera Shoe Co., 290 F. 124; Amoskeag Mfg. Co. v. Trainer, 
101 U. S. 51, 63, 25 L. Ed. 993; Chapelle v. Applebaum, 254 F. 709; New England Awl 
& Needle Co. v. Marlborough Co., 168 Mass. 154, 46 N. E. 386, 387, 60 Am. St. Rep. 377. 
Defendant’s contention in the instant case is effectively answered in the opinion by Mr. 
Justice Holmes in New England Awl & Needle Co. v. Marlborough Co., supra, where 
it is said: “They knew that they were putting the power to do so into the retail dealer’s 
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hands. It hardly can be doubted that they contemplated that the wholesale dealer at whose 
request they put up their awls in this form, with full knowledge of the plaintiff’s prior 
use, would or might try to deceive the public, and whether they did or not is immaterial.” 
The same rule is announced in Amoskeag Mfg. Co. v. David Trainer, supra, where it is 
said: “Neither will the complainant be deprived of remedy in equity, even if it be shown 
by the respondent that all the persons who bought goods from him bearing the trade- 
mark of the real owner were well aware that they were not of the complainant’s manu- 
facture. If the goods were so supplied by the wrong-doer for the purpose of being resold 
in the market, the injury to the complainant is sufficient to entitle him to relief in equity.” 


It is not necessary to prove actual deception of customers to lay the ground 
for an injunction where the natural and probable result of the conduct of the de- 
fendant would be such confusion and deception. The law does not require that any 


particular person has been actually misled. 

Even under ordinary circumstances such evidence is difficult to obtain and both 
during the war and in the present reconversion period, because of the acute short- 
ages, particularly in the field of men’s clothing, such as underwear, it is perhaps 
true that consumers may have been less discriminating and placed less reliance on 
trade-marks. Nevertheless, there is still a real threat of irreparable damage to the 
business and good will of the plaintiff. With the return of normal conditions and 
supplies of goods, the likelihood of purchasers accepting defendant’s wear marked 
“Reiss” in the mistaken belief that it is plaintiff’s will be increased and it is for 
protection against this liability to deception that the remedy by injunction is given. 

In Vulcan v. Myers, 139 N. Y. 364, 1893, the court said (pp. 367, 368) : 


No evidence was given or offered to show that any person had actually been deceived 
py the imitation of the plaintiff’s trade-mark, and we think that none was necessary for 
the maintenance of the action. It is the liability to deception which the remedy may be 
invoked to prevent. It is sufficient if injury to the plaintiff's business is threatened or im- 
minent to authorize the court to intervene to prevent its occurrence. The owner is not 
required to wait until the wrongful use of his trade-mark has been continued for such 
a length of time as to cause some substantial pecuniary loss. Manufacturing Co. v. 
Trainer, 101 U. S. 51. 


In N. Y. World’s Fair 1939, Inc. v. World’s Fair News, Inc., 256 App. Div. 
373 [46 U.S. P. Q. 243], 1st Dept., 1939, the defendant having been enjoined from 
using the words “‘World’s Fair” on a magazine, announced its intention to sub- 
stitute “Illustrated Fair News.” The court below amended the judgment to extend 
the injunctive relief so as to restrain use of the substituted name. 

In affirming the extended relief, the court said (p. 374) : 


Here the probability of deceiving the public is greater because of the fact that de- 
fendants published and exploited for several months their magazine under the name of 
“World’s Fair News.” Evidence of such deception and confusion is not essential to estab- 
lish a basis for injunctive relief. Albany Packing Co., Inc. v. Crispo, 227 App. Div. 591, 
aff'd 253 N. Y. 607. “The determining factor is not that people have actually been de- 
ceived, but that there is a likelihood of that happening.” 


See also Hemingway v. Film Alliance, 174 Misc. 725, 726, 727, S. Ct. N. Y. Co., 
1940. 
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The statement by counsel for the defendant in their brief of the rule regarding 
honest use of a family name shows clearly the necessity for an injunction here. 
Each of the cases cited by them emphasized “honest” use, “legitimate” use, and 
use “without artifice and deception.” If the defendant had complied with the 
precepts of the cases cited by its counsel, plaintiff would have no complaint. In- 
stead, defendant, the officers of which had known for many years that plaintiff had 
acquired a secondary meaning in the name “Reis,” in order to capitalize on the 
confusing similarity between plaintiff's trade-mark “Reis” and the name “Reiss” 
emblazoned on its labels, stationery and store windows the name “Reiss” in large 
red block letters, eliminated the name “Herman” and substituted “H. B.” in type 
which was microscopic by comparison and similarly subordinated “Inc.” 

Defendant practically concedes the wrongful use of “Reiss” for approximately 
one-half of its corporate existence. After suit was brought, defendant changed 
its corporate name to “Reiss Bros., Inc.” The counsel for defendant now argue 
that this change eliminated all the fraud, but counsel’s argument is obviously an 
effort to bolster a weaker case. The fact is that the corporate name “Reiss Bros. 
Inc.” is more likely to cause deception and passing off than the original corporate 
name “Herman B. Reiss, Inc.” The name “Reiss” is the first word in the name. 
For fifty years plaintiff was known as “Reis.” Many know the full corporate name 
of plaintiff, but many more know only the name “Reis.” In the latter group how 
many would know that Reiss Bros., Inc., was not “Reis.” And how many dealers 
even if they knew the difference would use the identity of surname as an excuse to 
pass off the wear of the defendant for that of the plaintiff with every assurance that 
the purchaser would not know the difference. 

Even a man as familiar with the trade as the assistant general manager of the 
National Retail Dry Goods Association confused “Reiss Bros.” with plaintiff. Like- 
wise the manager and buyer for the men’s wear department of Kaufman’s Depart- 
ment Store at Pittsburgh, who associated “Reis” with plaintiff's wear for twenty 
years confused defendant with plaintiff when he heard complaints in the trade 
that Reiss underwear was “over-priced.” Only after he had investigated did the 
witness Mr. Smith discover that the O. P. A. charges really related to defendant and 
not to plaintiff. By the use of “Reiss Bros. Inc.” on its labels (Ex. 37), stationery 
(Ex. 36) and store windows (Exs. 38-40) defendant still clung to its admittedly 
unfair advantage, still emphasized ‘Reiss’ as the first word in its corporate title, still 
utilized the block letters and still gave emphasis to the name “Reiss” by using the 
red color so long characteristic of the display advertising and labels of the plaintiff. 
This pretended reform in fact increased the likelihood of confusion. 

The fraudulent intent of the defendant is shown by its continuance of its in- 
fringing acts after notice, and the change to Reiss Bros., Inc., after the suit was 
started aggregates its fraud. This corporate name does not even have the saving 
grace of including the full names of an individual as it did originally when de- 
fendant had the name Herman B. Reiss, Inc., and so abused it in its use that the 
name amounted to no more than “Reiss” for practical purposes because of the sub- 
ordination of “H. B.” and “Inc.” Now defendant seeks to retain the benefit of that 
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fraud by eliminating such impediments as the microscopic ‘‘H. B.” and using “Reiss 
Bros. Inc.” to get the greatest possible use of the word ‘‘Reiss.” 

The brief of the defendant attempts to distinguish the case of Westphal v. West- 
phal’s, 216 App. Div. 53, aff'd 243 N. Y. 639. It is true that in the Westphal case 
the record was replete with evidence showing an attempt to deceive, but the proof 
in that case was no more convincing as to fraudulent intent than in the present case. 
Here the defendant with knowledge of the meaning of the name “Reis’’ in the trade 
and without any reasonable excuse to use the name “Reiss” in its corporate name, 
from the very start missued the name “Reiss,” conclusively showing thereby intent 
to defraud. The change of name to Reiss Bros., Inc., an even more objectionable 
use of the name “Reiss,” after suit was instituted, is further proof of fraudulent 
intent, and, lastly, the adoption of the new name ‘‘Camtex, Inc.” with the use of 
“Reiss Bros.” in connection therewith (ex. 40) is proof of a persistent fraudulent 
intent on the part of defendant. It is difficult to imagine any additional evidence 
which could have been adduced to show more positive intent unfairly to benefit 
from the good will of the plaintiff by using the name Reiss. 

The misuse by the defendant of the name “Reiss” makes all talk of honest and 
legitimate use futile, and the language from the cases cited by defendant does not 
apply here. However, the following language of Mr. Justice Brown from the first 
case cited by defendant shows that long prior to the Westphal case, the courts did 
not stand idly by and permit the continuance of fraud merely because a personal 
name was involved. 


It is hardly necessary to say that an ordinary surname cannot be appropriated as a 
trade-mark by any one person as against others of the same name, who are using it for a 
legitimate purpose; although cases are not wanting of injunctions to restrain the use even 
of one’s own name where a fraud upon another ts manifestly intended, or where he has as- 
signed or parted with his right to use it. [Italics ours.] Brown Chemical Co. v. Meyer, 


139 U. S. 540, 1891, p. 542. 


Furthermore, corporations are not “born” with any name and in the case of a 
corporate defendant rules involving the use of personal names by individuals do not 
apply, because the selection of a corporate name is a matter of deliberate choice. 

In Hat Corporation of America v. D. L. Davis Corporation, 4 F. Supp. 613, the 
court in enjoining the name “Dobbs,” said (p. 623) : 


Such limitations of the right as I have indicated above, nowadays, involve no real hard- 
ship, for a corporate franchise now is easily within the reach of all. Nor, nowadays, does 
the adoption of a trade-name other than the family name involve the reproach of doing 
business under false colors nor in the usual case, impede the development of a legitimate 
good will. That this is so is indicated by the general run of names of newly organized 
corporations. In an age where by corporate activity, mass production, and national dis- 
tribution, the truly personal element has been so largely squeezed out of business, there is 
naturally less legitimate pecuniary value in a family name. Any other name is as valuable 
and as available for all legitimate purposes. Formerly, before the age of advertising, when 
good will in business was slowly developed from personal contacts, the situation may have 
been otherwise. 


In the present case defendant had no legitimate reason to use the name “Reiss.” 
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The president of the defendant admitted on cross-examination—and even the coun- 
sel for the defendant does not argue to the contrary—that the brothers Reiss con- 
trolling defendant had no good will in the selling of merchandise at wholesale to 
the trade. 

It is no defense that defendant gives the ingenuous excuse that it did not intend 
to defraud plaintiff. Hier v. Abrahams, 82 N. Y. 519. Nor is it a defense that 
defendant made a partial discontinuance of the infringing acts complained of prior 
to the trial. Ricker & Sons v. Leigh, 74 App. Div. 138, 140; Coca-Cola Co. v. Hy- 
Po Co., 1 F. Supp. 644, 648, 649 [22 T.-M. Rep. 423]. 

Likelihood of confusion is the test of infringement and the basis for the issuance 
of an injunction. Ample proof of likelihood of confusion has been offered. De- 
fendant argues that the dealer witnesses who testified to the secondary meaning in 
the name “Reis” of the plaintiff were not confused by the use by the defendant of 
“Reiss.” The test is not whether a dealer, who usually is familiar with the names 
of suppliers, knew the difference between the name of the plaintiff and the name 
of the defendant. The real test is likelihood of confusion by the public. Counsel 
for the defendant make no claim that the testimony by public witnesses that they 
thought the label of the defendant was that of the plaintiff was not reliable. The 
use by retail clerks of the label of the defendant as an excuse for passing off also 
shows likelihood of confusion. Further, the testimony of the witness Shinn and 
the advertisements of Kahn’s Department Store in California (Ex. 46) show the 
confusing results arising out of use by the defendant of the name “Reiss.’”’” Assum- 
ing the good faith of the Kahn Department Store, there is no other explanation but 
that they were confused when they advertised the goods of the defendant as “Reiss 
Shorts” and characterized them as “Famous.’”’ Such a description was not appliable 
to the unknown shorts of the defendant. The only goods to which such a description 
was applicable are those of the plaintiff, which had been famous for over fifty years 
under the trade-mark “Reis.” 

The contention of the defendant that there is no competition is disposed of by 
the fact that both plaintiff and defendant are in the clothing business selling under- 
wear. 

Plaintiff is not required to show money damages as defendant contends and is 
entitled to an accounting of the profits made by defendant from sales of underwear 
in boxes marked “Reiss,” particularly in view of the fraud shown in this case. 

The plaintiff is entitled to a decree (with appropriate variation for the case at 
bar) in the terms of the Stetson case as modified by the Second Circuit Court of 
Appeals. See the learned Judge Woolsey’s interlocutory decree in John B. Stetson 
Co. v. Stephen L. Stetson Co., 14 F. Supp. 74 as it appeared on pages 87 and 88 of 
the published opinion. On appeal [85 F. 2d 586, 588 (26 T.-M. Rep. 187-527), 
C. C. A. 2, 1936], the decree was affirmed with a modification striking out the re- 
quirement that copies of letters to dealer customers of the defendant be annexed to 
the affidavits of compliance. After this appeal, certiorari was denied [299 U. S. 
605]. On appeal from later motion of the plaintiff to punish defendant for con- 
tempt [128 F. 2d 981, 984, C. C. A2, 1942] the court modified the decree so that 
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“the Stetson name should not be permitted to be used except as part of the notice 
of differentiation.” 


Findings of fact and conclusions of law have been passed upon as noted in the 


margins thereof. Settle decision and judgment including form of notice of differen- 
tiation. 


AVRICK, Et AL., DOING BUSINESS AS AGENCY PAPER COMPANY v. 
ROCKMONT ENVELOPE COMPANY 


Circuit Court of Appeals, Tenth Circuit 
May 20, 1946 


TRADE-MARKS—PURPOSE 
The function of a trade-mark as a right appurtenant to a business or trade is to “desig- 
nate goods as the product of a particular trader, and to protect his good will against the 
sale of another’s product as his.” 
TRADE-M ARKS—INFRINGEMENT 
With essential qualifications, one infringes the trade-mark of another if the designation 
he uses to identify his goods is “identical with or confusingly similar” to another’s protected 
trade-mark. { 
RESTATEMENT OF THREE Torts A. L. D., Sec. 729 
“(a) the degree of similarity between the designation and the trade-mark or trade-name in 
(1) appearance; (2) pronunciation of the words used; (3) verbal translation of the pictures 
or designs involved; (4) suggestion; (5) the intent of the actor in adopting the designation ; 
(6) the relation in use and manner of marketing between the goods or services. Marketed 
by the actor and those marketed by the other, (7) the degree of care likely to be exercised by 
purchasers.” 
EVIDENCE OF CONFUSION 
The fact that certain retailers offered to sell investigators “Sky Mail” when they requested 
“Sky-Rite” is no evidence that an ordinary prospective purchaser, exercising due care, would 
have been deceived into accepting “Sky Mail” thinking that he was getting “Sky-Rite.” 


Appeal from District Court for District of Colorado, Symes, D. J.; 67 U. S. 
P. OD. 229. 

Action by Irwin A. Avrick, Meyer Cohen, and Samuel G. Cohen, copartners 
doing business as Agency Paper Company, against Rockmont Envelope Company 
for trade-mark infringement and unfair competition. From summary judgment 
for defendant, plaintiffs appeal. Reversed. 


Leslie D. Taggart, New York, N. Y. (Elmer L. Brock and John R. Turnquist, both 
of Denver, Colo., on the brief) for appellant. 

Carle Whitehead (Edward Miller and Albert L. Vogl on the brief) all of Denver, 
Colo., for appellee. 


Before Puituips, Bratton and Murra, Circuit Judges. 


MurraH, C. J.: 


The Agency Paper Company, a partnership, as the owner of the trade-mark 
“Sky-Rite” for air mail stationery, brought this suit to enjoin appellee, Rockmont 
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Envelope Company, from using the words “Sky Mail” on its air mail stationery, 
both of which are sold to the public through retail outlets. The trial court sus- 
tained Rockmont’s motion for summary judgment under Rule 56 of the Rules of 
Civil Procedure, 28 U. S. C. A. following Sec. 723(c), holding that the pleadings, 
depositions and affidavits submitted for and against the motion presented no genu- 
ine issuable fact, and that Rockmont was therefore entitled to a judgment as a mat- 
ter of law. The question for decision here is whether the record presents a genu- 
ine issue of fact which the trial court was required to resolve after a full hearing. 

After specifically alleging the jurisdictional prerequisites, the complaint states 
that since May, 1938, Agency has been selling stationery in interstate commerce in 
the United States, and for some time past in the State of Colorado; that these prod- 
ucts are put up and marketed in a package of distinctive design and appearance, and 
through extensive advertising of its duly registered trade-mark and label ‘“Sky- 
Rite,” the products have come to be publicly known and recognized as the products 
of the Agency Paper Company. It was stated upon information and belief that 
Rockmont had been selling air mail paper and envelopes in interstate commerce 
and in the State of Colorado bearing the designation “Sky Mail”; that Rockmont’s 
designation “Sky Mail” and its labelings were adopted after Agency’s products had 
been widely distributed and advertised to the public, and because of their resem- 
blance and similarity, Rockmont’s products were likely to be passed off on the pub- 
lic as and for Agency’s trade-marked product ; and that the use of the said labelings 
therefore constituted infringement and unfair competition. It was further averred 
upon information and belief that Rockmont’s imitation of Agency’s labeling, trade- 
mark and advertising was deliberately and intentionally designed to create confusion 
and mistake in the public mind, and to deceive purchasers in the belief that Rock- 
mont’s products were Agency’s. The complaint prayed for an injunction, an ac- 
counting and for damages. 

Rockmont answered denying the validity of the trade-mark as no more than the 
registration of a picture of an airplane performing sky writing, connected and 
associated with the descriptive words “Sky-Rite.” It specifically denied the allega- 
tions of similarity, infringement and unfair competition and affirmatively pleaded 
that the term “Sky Mail” is merely a variant of “air mail,” and therefore could not 
infringe Agency’s trade-mark “Sky-Rite”; that the word “sky” being purely de- 
scriptive, was incapable of protective ownership. 

Rockmont took the deposition of one of Agency’s partners, who identified for 
the record specimens of all of its products and advertising, as well as specimens of 
Rockmont’s products and advertising alleged to be an infringement. Comparing 
the two specimens, he testified “they all look alike to me,” but refused to state in 
what detail the two specimens were in fact similar. In support of its motion for 
summary judgment, Rockmont filed an affidavit of one Perrine who identified 
eight other air mail stationery products using the word “sky” in combination with 
other words as a part of its labeling. Agency filed the affidavits of two investiga- 
tors, a man and his wife, to the effect that in 56 stores in San Francisco and Oak- 
land, California, they asked for “Sky-Rite” air mail paper; that in 3 stores the 
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clerk sold them “‘Sky-Rite” ; in 2 stores the clerk offered them both “Sky-Rite” and 
“Sky Mail”; in 3 stores the clerk said he was out of “Sky-Rite” and offered “Sky 
Mail” ; in 7 stores the clerk offered “Sky Mail” and inquired if that was what they 
wanted ; in 16 stores the clerk sold them “Sky Mail” without any comment ; in 24 
stores the clerk had neither ; in 1 store one clerk said to another, “give these people 
‘Sky-Rite,’”’ and the second clerk said “we are out of ‘Sky-Rite.’” Another affi- 
davit was filed to the effect that when Rockmont applied for the registration of its 
trade-mark “Sky Mail,” it was referred to other registrations, including Agency’s. 

The specimens of Agency’s products as identified for the record consist of 
lightweight writing paper and envelopes contained in small cartons suitable for 
effective display. The distinctive feature of the trade-mark appearing on each 
carton is an outline of parts of the globe, above which in a blue background in a 
slanting position appears the hyphen word ‘“‘Sky-Rite.” The word simulates white 
vaporous script as if written by the airplane shown below in the figure. Each 
sheet of paper and apparently each envelope bears this design in watermark. 

Rockmont’s merchandise is likewise sold in cartons of approximately the same 
size, containing lightweight paper and envelopes. On each carton is the legend 
“Sky Mail” written against a white background in a red slanting flourish. Imme- 
diately above in some but not all of the cartons in slightly smaller red block letters 
appears the word ““Rockmont” Immediately below the words “Sky Mail,” also in 
red block type, is the word “Handipack.” In the center of the package in blue block 
letters is the word “‘Stationery,”’ below which in red block letters are the words “for 
foreign and domestic air mail.’’ The entire design is bordered by red and blue slant- 
ing lines on the white background similar to conventional air mail markings. 

In a memorandum of his views, the learned trial court recognized the decisive 
question as whether a genuine issue of fact was presented on the record. “If so” 
said the court, “the motion must be denied,” citing and quoting from Sartor v. 
Arkansas Natural Gas Corp., 321 U. S. 620, but concluded that a visual comparison 
of the two specimens left no factual issue to be decided. 

To borrow the language of Judge Huxman in Schreffler v. Bowles, 153 F. 2d 1, 
“The salutary purpose of Rule 56 is to permit speedy and expeditious disposal of 
cases where the pleadings do not as a matter of fact present any substantial ques- 
tion for determination. Flimsy or transparent charges or allegations are insufficient 
to sustain a justiciable controversy requiring the submission thereof. The purpose 
of the rule is to permit the trier to pierce formal allegations of facts in pleadings 
and grant relief by summary judgment when it appears from uncontroverted facts 
set forth in affidavits, depositions or admissions on file that there are as a matter of 
fact no genuine issues for trial.” See also Sabin v. Home Owners’ Loan Corp., 
151 F. 2d 541; Brooks v. Utah Power & Light Co., 151 F. 2d 514. But, it is not the 
purpose of the rule to deprive litigants of their right to a full hearing on the merits 
if any real issue of fact is tendered. Sartor v. Arkansas Natural Gas Corp., supra, 
p. 627. The power to pierce the flimsy and transparent factual veil should be tem- 
perately and cautiously used lest abuse reap nullification. See Doehler Metal Furn. 
Co. v. United States, 149 F. 2d 130, and cases cited in footnote 6. 
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While our immediate problem is whether the record presents an issuable fact, the 
real question for adjudication tendered by the pleadings is one of trade-mark in- 
fringement, and some understanding of the substantive rights of the parties is 
essential to the solution of the ultimate problem. The trial court followed the gen- 
erally accepted rule as announced by this court in Schneider Brewing Co. v. Century 
Distilling Co., 107 F. 2d 699 to the effect that the function of a trade-mark as a 
right appurtenant to a business or trade is to “designate goods as the product of a 
particular trader, and to protect his good will against the sale of another’s product 
as his.” See also 3 Torts A. L. I. Sec. 715. Although the primary purpose of a 
trade-mark is to indicate the origin, manufacture and ownership of the article in 
the mind of the purchasing public, it is usually associated with the quality of the 
product which it symbolizes. Trade-marks are no longer regarded simply as an 
indicium of a known source,” they now “perform the additional function of an 
advertising and selling device.” Jd., Comment b and c. 

It is said that “The protection of trade-marks is the law’s recognition of the 
psychological function of symbols. If it is true that we live by symbols, it is no 
less true that we purchase goods by them. A trade-mark is a merchandising short- 
cut which induces a purchaser to select what he wants, or what he has been led to 
believe he wants. The owner of a mark exploits this human propensity by making 
every effort to impregnate the atmosphere of the market with the drawing power 
of a congenial symbol. Whatever the means employed, the aim is the same—to con- 
vey through the mark, in the minds of potential customers, the desirability of the 
commodity upon which it appears. Once this is attained, the trade-mark owner 
has something of value. If another poaches upon the commercial magnetism of 
the symbol he has created, the owner can obtain redress.” Mishawaka Mfg. Co. v. 
Kresge Co., 316 U. S. 203, 205 [32 T.-M. Rep. 42].2 

With essential qualifications, one infringes the trade-mark of another if the 
designation he uses to identify his goods is “identical with or confusingly similar” 
to another’s protected trade-mark. 3 Torts A. L. I., Sec. 717. The degree of re- 
semblance or similarity necessary to constitute infringement is often incapable of 
exact definition. McLean v. Fleming, 96 U. S. 245. Restatement has, however, 
listed the following as important factors entering into the equation: “(a) the degree 
of similarity between the designation and the trade-mark or trade-name in (i) ap- 
pearance ; (ii) pronunciation of the words used; (iii) verbal translation of the pic- 
tures or designs involved; (iv) suggestion; (b) the intent of the actor in adopting 
the designation ; (c) the relation in use and manner of marketing between the goods 
or services marketed by the actor and those marketed by the other; (d) the degree 
of care likely to be exercised by purchasers.” 3 Torts A. L. I., Sec. 729. 

It is the generally accepted rule that a designation is confusingly similar to a 
trade-mark if an ordinary prospective purchaser, exercising due care in the cir- 
cumstances, is likely to regard it as coming from the same source as the trade-marked 
article. Schneider Brewing Co. v. Century Distilling Co., supra; Victor American 
Fuel Co. v. Huerfano Agency Co., 15 F. 2d 578; Solis Cigar Co. v. Suarez, 26 P. 


1. “Let’s Talk About Trade Marks,” 26 Journal of Patents Society, Sept. 1945, p. 614. 
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556; Driverless Car Co. v. Glessner-Thornbury Driverless Car Co., 264 P. 653; 
Dwinell-Wright Co. v. National Fruit Product Co., 140 F. 2d 618 [34 T.-M. Rep. 
128] ; 3 Torts A. L. I., Sec. 728. The question is usually one of fact (Seven Up 
Co. v. Cheer Up Sales Co., 148 F. 2d 909 [35 T.-M. Rep. 174] ), which in some 
cases may be determined by visual comparison, as where specific differences are 
so marked that the general appearance could not be confusing, Victor American 
Fuel Co. v. Huerfano Agency Co., supra, or where it is inconceivable that an ordi- 
nary purchaser examining the two labels would be deceived. Schneider Brewing 
Co. v. Century Distilling Co., supra; McLean v. Fleming, supra; Schlitz Brewing 
Co. v. Houston Ice & Brewing Co., 250 U. S. 28; Dwinell-Wright Co. v. National 
Fruit Product Co., supra. In other cases extrinsic evidence may be necessary. 3 
Torts A. L. L., Sec. 728, Comment a. 

It is contended that the trial court merely made a side by side visual compari- 
son of the two specimens, and judged the question of infringement solely by the re- 
action of his trained mind to such comparison. It is not the distinguishing details 
manifest by ocular comparison in juxtaposition which determines confusing simi- 
larity, the test is more objective than that. It is the total effect produced by the 
designation in the mind of the ordinary purchaser, exercising due care in the market 
place. A prospective purchaser does not ordinarily carry a sample or specimen of 
the article he knows well enough to call by its trade-name, he necessarily depends 
upon the mental picture of that which symbolizes origin and ownership of the thing 
desired. Schlitz Brewing Co. v. Houston Ice & Brewing Co., supra; Seven Up Co. 
v. Cheer Up Sales Co., supra; 3 Torts A. L. I., Sec. 728, Comment b; Nims on 
Unfair Competition and Trade- Marks, p. 323. On the other hand, his mental pic- 
ture of the desired article must be sufficiently vivid to enable him to exercise the 
discernment and discrimination of an ordinary member of the purchasing public, 
otherwise the owner of the trade-marked article has not established any cognizable 
right to protection. 

The trial court was of the view that the question whether Rockmont’s designa- 
tion was “apt to create confusion in the mind of the public, can only be resolved by 
putting the two side by side and comparing them.” When this was done, the court 
concluded that one exercising ordinary care and caution could not be misled or de- 
ceived if offered “Sky Mail” as and for “Sky-Rite” stationery. Thus, the court 
applied the test not of the trained and wary mind of a judge, but abstractly at least 
looked at the two specimens through the eyes and with the mind of an ordinary 
purchaser exercising due care and caution. 

It is suggested that in deciding the question of confusing similarity solely upon 
a visual comparison of the two specimens, the trial court completely ignored the 
testimony of one of Agency’s partners to the effect that the two specimens looked 
alike to him, as well as the facts developed by the affidavits of the investigators to 
the effect that certain dealers offered to sell them “Sky Mail” when they requested 
“Sky-Rite.” It is contended that these facts, especially when considered in the light 
of alleged intentional infringement, certainly present a genuine issue of fact. 

In view of the accepted rule, the partner’s bare statement that the two specimens 
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looked alike to him cannot be said to have any probative value as evidence of con- 
fusing similarity. Furthermore, the fact that certain retailers offered to sell in- 
vestigators “Sky Mail” when they requested ‘‘Sky-Rite” is no evidence than an ordi- 
nary prospective purchaser, exercising due care, would have been deceived into 
accepting “Sky Mail” thinking that he was getting “Sky-Rite.” It is not alleged, nor 
is there evidence, tending to show that Rockmont suggested, encouraged or knew 
that any dealers were offering its products as and for those of Agency’s. Cf. Warner 
& Co. v. Eli Lilly & Co., 265 U. S. 526; American Brake Shoe & F. Co. v. Alltex 
Products Corp., 117 F. 2d 983 [31 T.-M. Rep. 125]. 

If, however, as alleged, Rockmont adopted the designation “Sky Mail” with the 
intent and for the purpose of colorably imitating Agency’s trade-mark “Sky-Rite”’ 
in order to creat confusion and mistake in the public mind, and to deceive pur- 
chasers in the belief that its products were those of Agency, such intent is sufficient 
to justify an inference of confusing similarity. See 3 Torts A. L. I., Sec. 729, 
Comment b & f. Those allegations stand unrefuted on this record, and unless con- 
clusively negatived by a visual comparison of the two specimens, they create an in- 
ferable fact which the trial court must factually resolve. 

While from a comparison of the two specimens side by side we think there is 
little likelihood that the ordinary purchaser, while exercising due care and caution 
accepting “Sky Mail” as and for “Sky-Rite,” we doubt the propriety of summarily 
deciding that question as a matter of law on this record. An expeditious disposition 
of cases is a cardinal virtue of the administration of justice, but it is not more im- 
portant than one’s fundamental right to his full day in court. In cases of this kind 
where no single factor controls the equation, and the court is necessarily required to 
resolve the question of alleged intent in arriving at its judgment, we are of the opin- 
ion that justice can best be served by a trial of the question on its merits. 

The case is reversed and remanded with directions to proceed accordingly. 


THYMO BORINE LABORATORY v. WINTHROP CHEMICAL 
COMPANY, INC. 


Court of Customs and Patent Appeals 
June 13, 1946 


TRADE-MARKS—CONFUSINGLY SIMILAR 
“Thy-Rin” is confusingly similar to “Thyractin,” marks are more similar than different in 
spelling, appearance and sound. There is a strong likelihood confusion would arise between 
them in the spoken word, memory and writing. 
TRADE- MARKS—SAME DESCRIPTIVE PROPERTIES 
Antiseptic mouth wash has the same descriptive properties as thyroid extract preparation 
in tablet form for treatment of goiter, obesity, and kindred ailments. 


Appeal from Commissioner of Patents ; 63 U. S. P. Q. 94. 

Trade-mark opposition No, 22564 by Winthrop Chemical Company, Inc., against 
Thymo Borine Laboratory, application, Serial No. 458,767, filed February 25, 1943. 
From decision sustaining opposition, applicant appeals. Affirmed. 
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Ira Milton Jones, Milwaukee, Wis., for appellant. 


James F. Hoge and L. B. Stoughton, both of New York, N. Y., and E. F. Wender- 
oth, Washington, D. C., for appellee. 


Jackson, J.: 


This is an appeal in a trade-mark opposition proceeding wherein the Commis- 
sioner of Patents affirmed, 63 U.S. P. Q. 94, a decision of the Examiner of Trade- 
Mark Interferences sustaining the notice of opposition and adjudging that appellant 
is not entitled to register its trade-mark “Thy-Rin” as applied to an “antiseptic 
mouth wash.” 

In its notice of opposition appellee alleged that the mark ‘““Thy-Rin” as used by 
appellant is applied to merchandise of the same descriptive properties as a product 
of appellee to which is applied its trade-mark “Thyractin,” Registration No. 301,090, 
dated February 14, 1933, and that the marks of the parties are of such near resem- 
blance “as to be likely to cause confusion or mistake in the mind of the public” and 
“to deceive purchasers.” The allegations in the notice of opposition were traversed 
by appellant’s answer. 

The registered mark of appellee is applied to a “thyroid extract preparation for 
treatment of goiter, obesity, [and] kindred ailments.” 

The case was submitted below on a joint stipulation of facts in which it appears 
that appellee’s use of its mark was prior to that of appellant, so that the only issues 
are whether or not the goods of the parties are of the same descriptive properties, 
and if it be decided that they are, whether the involved trade-marks are so similar 
as to warrant the sustaining of the notice of opposition. 

It appears in the stipulation that appellee is in the business of manufacturing, 
distributing and selling many medicinal and pharmaceutical preparations to which 
many different trade-marks are applied, including ““Thyractin” and other prepara- 
tions for “general antiseptic uses including use as an antiseptic mouth wash ;” that 
its product to which the mark “Thyractin” is applied is in tablet form for oral use 
with water and is “widely advertised to the drug trade and medical profession” and 
“extensively sold in drugstores throughout the United States.” While usually pro- 
cured by prescription or as directed by a physician, “Thyractin” may be, and at 
times is, purchased by the general public without prescription. 

The product of appellant as it appears from the stipulation is a germicidal mouth 
wash which may be used in either diluted or undiluted form and is sold to the gen- 
eral public in drug, five-and-ten, and department stores. It is advertised to the pub- 
lic chiefly in newspapers. It is frequently used in the treatment of oral conditions 
such as sore throat, trench mouth and gingivitis on the advice of physicians or 
dentists where the condition may be such that professional attention is required. It 
is generally used, however, as an antiseptic mouth wash. 

In the stipulation the parties agreed that antiseptic mouth washes are medicinal 
in character within the meaning of the Federal Food, Drug and Cosmetic Act, 52 
Stat. L. 1040, and that the medical and dental professions, druggists and pharma- 
cists so regard them. 





206 THIRTY-SIX TRADE-MARK REPORTER 


The Examiner of Interferences held the involved goods of the parties to possess 
the same descriptive properties within the meaning of the Trade-Mark Act because 
even though specifically different they are in the nature of medicinal products, “at 
times at least both products are sold in the same trade channels by the same method 
of distribution, to the same class of customers,” and that therefore there seemed to 
be a likelihood that purchasers of the involved goods of the parties might reasonably 
believe they originated in a common source. 

The examiner also held the marks to be confusingly similar. He noted that 
the mark “Thy-Rin” consists of all the letters of the mark “Thyractin” omitting 
only the letters “act,” and concluded that such omission was not enough to differ- 
entiate the marks so as to negative likelihood of confusion. 

The reasoning of the examiner was in effect followed and was approved, in the 
commissioner’s decision. 

In our opinion the involved products of the parties are of the same descriptive 
properties. 

It is true, as pointed out in the commissioner’s decision, that appellant’s mouth 
wash and appellee’s thyroid tablets would in all likelihood “be recognized as differ- 
ent preparations adapted for different uses” and that as far as their specific natures 
are concerned confusion would be unlikely. However, they are both medicinal or 
pharmaceutical preparations and appellee, as before stated, produces and sells a 
large number of preparations of that kind, including an antiseptic preparation used 
as a mouth wash for oral and dental hygiene. In view of the fact that the goods 
of the parties are both medicinal, may be sold in drugstores without prescription to 
the same class of buyers, and are self-administered for medicinal effect, we are 
convinced that they are goods of the same descriptive properties. Noll v. Krembs, 
22 C.C. P. A. (Patents) 722, 73 F. 2d 491, 23 U. S. P. Q. 282. 

In comparing the involved marks of the parties, their difference and similarity 
in sound and appearance are obvious. They are more similar than different in 
spelling, appearance and sound, and in our opinion there is a strong likelihood that 
confusion would arise between them in the spoken word, memory and writing. The 
slight difference in the spelling of the marks appears to be over-shadowed by their 
close similarities. The hyphen in appellant’s mark has no significance in speech. 
Furthermore, appellant’s mark is made up in the same order of the same letters as 
the involved mark of appellee, except for the omission of three intermediate letters. 

While we have repeatedly stated that in trade-mark litigation such as in this case 
prior decisions are of little assistance, and that each case must be determined on its 
own facts, we think this Court has been consistent in its opinions with respect to 
likelihood of confusion between marks when questions similar to that presented 
here have been decided. In the case of The Procter & Gamble Co. v. J. L. Prescott 
Co., 18 C. C. P. A. (Patents) 1433, 49 F. 2d 959, 9 U. S. P. Q. 454, the mark 
“Oxol” as applied to a disinfectant, cleaner and bleacher and put up in bottles was 
held to be confusingly similar to the mark “Oxydol” for soap powder in paper 
cartons; in Barton Manufacturing Company v. Hercules Powder Co., 24 C. C. 
P. A. (Patents) 982, 88 F. 2d 708, 33 U. S. P. Q. 105, “Dishine” for a cleaning 
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compound was held to be confusingly similar to “Dyanshine” used for a polish on 
leather goods ; in Jn re Dutch Maid Ice Cream Company, 25 C. C. P. A. ( Patents) 
1009, 95 F. 2d 262, 37 U. S. P. Q. 202, “Dutch Maid” applied to ice cream was 
held to be unregistrable in view of ““Dutchland Made” also for ice cream; in Otard, 
Inc. v. Italian Swiss Colony, etc., 31 C. C. P. A. (Patents) 955, 141 F. 2d 706, 61 
U.S. P. Q. 131, the term “Calognac” for California brandy was held to be confus- 
ingly similar to “Cognac” for brandy from the Cognac region of France; in the 
case of /nternational Vitamin Corp, Etc. v. Winthrop Chemical Co., Inc., 32 C. C. 
P. A. (Patents) 899, 147 F. 2d 1016, 64 U. S. P. Q. 574, the mark “Blexin” ap- 
plied to a Vitamin B Complex preparation was held to be confusingly similar to 
the mark “Betaplexin” for a like preparation. There we observed that the former 
of those marks might be termed a telescoped version of the latter. The same ob- 
servation might be made here. 

Since in our opinion the involved goods of the parties are of the same descriptive 
properties and the concurrent use of the marks as applied thereto is likely to cause 
confusion in the mind of the purchasing public as to origin and deceive purchasers, 
the decision of the Commissioner of Patents is affirmed. 


BROEG v. DUCHAINE 
Massachusetts Supreme Judictal Court 


June 6, 1946 


TRADE- MARKS—GENERAL PRINCIPLES 
The chief function of a trade-mark is to identify the origin or ownership of the article to 
which it is affixed or, at least, to indicate that it emanates from the same, though possibly 
anonymous, source as other goods that have already given the consumer satisfaction. It is a 
badge indicating the genuineness of the product to which it is attached. 
TRADE-MARKS—LICENSING—FRAUD AND MISREPRESENTATION 
One who has developed a trade-mark as a guaranty of the quality of his merchandise 
should not be permitted to license its use apart from his business to those who may sell an 
inferior product. Where plaintiff licensed defendant to use his trade-mark on specific goods 
sold without regard to their source or without transfer of any patented process or secret 
formula, and without requiring goods to conform to a fixed standard, defendant being left 
free to affix the mark to any of such goods that he might choose, plaintiff cannot invoke aid 
of a court of equity to enjoin defendant’s use of the trade-mark after the end of the license. 
By permitting defendant to use the trade-mark, plaintiff has enabled defendant to palm off 
his goods as plaintiff’s, thereby deceiving the public. 


Appeal from Massachusetts Superior Court, Suffolk County, Beaudreau, J. 
Action by Heloise Parker Broeg against Joseph P. Duchaine for trade-mark 
infringement. From decree dismissing bill, plaintiff appeals. Affirmed. 


M. McConnell, Boston, Mass., for plaintiff. 
T. F. O’Brien, New Bedford, Mass., for defendant. 


Before Fietp, Chief Justice, and LumMus, Qua, Ronan, & SPALDING, Justices. 
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SPALDING, J.: 


The plaintiff in this suit seeks to restrain the defendant from using the name 
“Mother Parker” as a trade-mark in connection with the sale of the products of his 
bakery ; the bill also contains a prayer for damages. From a decree dismissing the 
bill the plaintiff appeals. The evidence is reported. 

The relevant facts are these: The plaintiff began to use the name “Mother 
Parker”? in 1931 in connection with a “biscuit mix” that she manufactured in 
Brooklyn, New York. In 1933 her business was transferred to Boston where under 
the name of “Parker Broeg,” she manufactured doughnut, biscuit, and other mixes, 
and seasoning flavors. In 1934 she opened a bakery in Boston under the name of 
“Mother Parker’s Cupboard,” and later another bakery under the same name in 
Beverly. In these stores, which were operated until sometime in 1939, the plaintiff 
sold ‘an entire package goods line” including bread, doughnuts, cakes and cookies. 
In 1935 doughnuts manufactured by the plaintiff were sold under the name of 
“Mother Parker’s” in a concession that she operated in a Boston market. In 1940 
the plaintiff and her husband opened a combined experimental laboratory and retail 
bakery under the name “Mother Parker’s Cupboard” in Peterboro, New Hampshire, 
in which they manufactured a complete line of bakery products until December 10, 
1941, when the bakery was destroyed by fire. The plaintiff has not manufactured or 
sold bakery products since that date. 

Since March, 1940, the plaintiff has been participating in a radio advertising 
program broadcast from a Boston station six days a week in which, under the name 
“Mother Parker,” she discusses food, but this does not relate to any food manu- 
factured or sold by her. 

The defendant operates a large bakery in New Bedford and distributes bread 
and doughnuts in southeastern Massachusetts. He sells bread under various names, 
one of which is “Mother Parker’s Enriched Home Made.” During the years, 1940, 
1941, 1942 and 1943 he was granted an exclusive license by the plaintiff to use “in 
its territory now serviced” the trade-mark “Mother Parker” on bread that he sold. 
A similar license was granted with respect to doughnuts for parts of the years 1941 
and 1942 and for the year 1943. Both licenses expired on December 31, 1943, and 
have not been renewed because the parties could not reach an agreement. The de- 
fendant, however, has continued to use the name ‘Mother Parker.” 

The decree dismissing the bill was right. 

Since it does not affect the result, we assume, without deciding, that plaintiff has 
a valid trade-mark in the name “Mother Parker’s” when used in connection with 
bakery products. The chief function of a trade-mark is to identify the origin or 
ownership of the article to which it is affixed or, at least, to indicate that it emanates 
from the same, though possibly anonymous, source as other goods that have already 
given the consumer satisfaction. In short, it is a badge indicating the genuineness 
of the product to which it is attached. Hanover Star Milling Co. v. Metcalf, 240 


1. In 1936 the plaintiff registered the trade-mark “Mother Parker’s” in the United States 
Patent Office. 
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U. S. 403, 412. Rogers v. Taintor, 97 Mass. 291, 297. Regis v. H. A. Jaynes & 
Co., 185 Mass. 458, 460. Schechter, The Rational Basis of Trade-Mark Protec- 
tion, 40 Harv. L. Rev. 813, 816. Nims, Laws of Unfair Competition & Trade- 
Marks (3d ed.) § 188. See Shredded Wheat Co. v. Humphrey Cornell Co., 250 F. 
960, 963 (C. C. A. 2). Consequently a trade-mark can have no existence in gross, 
unconnected with some business with which it is used. Jackman v. Calvert-Distillers 
Corp. of Massachusetts, 306 Mass. 423, 426 and cases cited. Associated Perfumers, 
Inc. v. Andelman, 316 Mass. 176, 182. United Drug Co. v. Theodore Rectanus Co., 
248 U. S. 90, 97. American Steel Foundries v. Robertson, 269 U. S. 372, 380. 
Ph. Schneider Brewing Co. v. Century Distilling Co., 107 F. 2d 699, 703 (C. C. A. 
10). Smith v. Dental Products Co., Inc., 140 F. 2d 140, 144 [34 T.-M. Rep. 78] 
(C.C.A.7). “Fairness to the consuming public requires the rule that a trade-mark 
or trade-name cannot be assigned to one who has no connection with .. . [the] busi- 
ness as successor or otherwise” with which it has become associated. Jackman v. 
Calvert-Distillers Corp. of Massachusetts, 306 Mass. 423, 426. A. Bourjois & Co., 
Inc. v. Katzel, 260 U. S. 689, 692. Ph. Schneider Brewing Co. v. Century Distuling 
Co., 107 F. 2d 699, 703 [43 U. S. P. Q. 262, 265] (C. C. A. 10). Everett O. Fisk 
& Co., Inc. v. Fisk Teachers’ Agency, Inc., 3 F.2d 7,8 (C. C. A. 8), and cases cited. 

One who has developed a trade-mark as a guaranty of the quality of his mer- 
chandise should not be permitted to license its use apart from his business to those 
who may sell an inferior product. The granting of the licenses here was not in- 
cidental to the sale of the plaintiff’s business or of any merchandise that she manu- 
factured or sold. So far as appears, the defendant was merely given licenses to 
use the trade-mark on bread and doughnuts that he sold regardless of their source. 
It was not transferred in conjunction with any patented process or secret formula. 
See Adam v. Folger, 120 F. 260, 264 (C. C. A. 7) ; Mulhens & Kropff, Inc. v. Ferd. 
Muelhens, Inc., 43 F. 2d 937, 939 (C. C. A. 2). There was nothing in the licensing 
agreements that required that the bread or doughnuts sold by the defendant con- 
form to any fixed standards. The defendant apparently was at liberty to affix the 
trade-mark to any bread or doughnuts that he chose. 

In these circumstances we think the plaintiff is in no position to invoke the aid 
of a court of equity to prevent the defendant from further using the trade-mark. 
If the plaintiff has a valid trade-mark in the name “Mother Parker’s,” it is because 
the public had become accustomed to regard the bakery products sold under that 
name as having been made by her or, at least, as emanating from a single source. 
When she permitted it to be used by the defendant in the circumstances here dis- 
closed, she was enabling the defendant to palm off his goods as hers, thereby deceiv- 
ing the public. It has been held, and we think rightly, that where the owner of a 
trade-mark or trade-name licenses another to use it in circumstances similar to those 
here he cannot call upon a court of equity to protect it. MacMahan Pharmacal Co. 
v. Denver Chemical Mfg. Co., 113 F. 468, 475 (C. C. A. 8). Everett O. Fisk & 
Co., Inc. v. Fisk Teachers’ Agency, Inc.,3 F.2d 7 (C.C. A. 8). Purity Cheese Co. 
v. Frank Ryser Co., 57 F. Supp. 102, 103. This is an application of the clean 
hands principle. See Connell v. Reed, 128 Mass. 477; Manhattan Medicine Co. v. 
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Wood, 108 U. S. 218. It may be that the plaintiff also should be denied relief on 
the ground that the licenses granted to the defendant operated as an abandonment of 
the trade-mark. That was one of the grounds, if not the principal ground, on 
which the court rested its decision in the Fisk case, cited above. See Eiseman v. 
Schiffer, 157 F. 473 476; Nims, Law of Unfair Competition & Trade-Marks (3d 
ed.) §§22, 408. But we need not decide that. In view of the conclusion reached 
questions of evidence argued by the plaintiff have become immaterial and need not 
be discussed. 
Decree affirmed with costs. 


MISS SUSAN, INC., et at. v. ENTERPRISE & CENTURY 
UNDERGARMENT CO., INC. 


New York Supreme Court, Appellate Division, First Department 
May 3, 1946 


UNFAIR COMPETITION—FRAUD AND DECEPTION AND PALMING OFF 
Although plaintiff's ““Pace-Maker” is an original design, it is in the public domain and 
defendant may copy all its features and sell it in the open market in competition with plaintiff’s 
slip. But defendant cannot deliberately simulate plaintiff’s trade-mark with the intent to 
cause the consuming public to believe that the “Joy-Maker” slip was the same garment as that 
advertised and known as “Pace-Maker.” 
New York STaAtTE—Costs—AcCCOUNTING 
In New York State Court accounting, reasonable fees paid by plaintiff to counsel and 
accountant are not ordered paid by defendant. Costs and allowances are controlled by statute 
and successful litigant may recover only costs so authorized. 


Appeal from New York Supreme Court, New York County, Shientag, J. 
Action by Miss Susan, Inc., and Victor Brown Undies, Inc., against Enterprise 


& Century Undergarment Co., Inc., for unfair competition. From judgment for 
plaintiffs, defendant appeals. Modified. 


Edward R. Finch and George M. Welch, both of New York, N. Y., and Irwin 
Isaacs for appellant. 
Milton N. Mound, New York, N. Y., and Benjamin E. Lander for respondents. 


Before MartTIn, Presiding Justice, and TOWNLEY, GLENNON, Dore and Coun, 
Justices. 


Coun, J.: 


For several years prior to the institution of this action the parties were com- 
petitors engaged in the manufacture and sale of women’s undergarments, including 
slips. In September, 1941, respondents designed a woman’s slip, the distinguishing 
features of which made it somewhat unique. The trade-mark “Pace-Maker” was 
applied to the garment. A woven fabric label bearing the trade-mark was sewn on 
each slip. Respondents also caused to be attached to each garment a distinctive 
paper label showing the special features of the slip. 
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Respondents enjoyed much success with the “Pace-Maker” slip. The new 
product was nationally advertised by respondents and their customers. By October, 
1942, approximately 1,000,000 of the “‘Pace-Maker”’ slips had been sold. 

During the spring of 1942 two employees of respondents resigned from their 
positions and entered the service of appellant. Shortly thereafter appellant began 
to manufacture a slip which had all of the features of respondents’ ‘‘Pace-Maker.”’ 
Appellant called its slip “Joy-Maker” and commencing October 7, 1942, used this 
trade-mark on a paper label which in general effect and substance resembled re- 
spondents’ paper label. Where respondents had the hyphenated trade-mark “Pace- 
Maker” on its label, appellant imitated it by placing the hyphenated trade-mark 
“Joy-Maker” in the same relative position on its label. A picture of a girl wearing 
the “Pace-Maker”’ slip appeared on respondents’ label, whereas appellant’s label had 
a picture of two girls wearing the identically styled slip. The following twelve 
words, including the newly coined word “Flaire,” were lifted by appellant from 
respondents’ label and made part of its own label: 


Slenderizing Wastline Straight Cut Flaire Skirt 
Divided Youthful Bustline Won't Ride Up 


When appellant started to market its slip with the infringing label, respondents’ 
attorney sent a letter to appellant calling attention to respondents’ rights and re- 
questing appellant to discontinue the use of the “Joy-Maker” trade-mark. Upon 
appellant’s refusal this suit resulted. 

Though respondents’ “Pace-Maker” slip was an original design, the trial court 
correctly ruled that appellant would not be prohibited from copying it in all of its 
features and selling it in the open market in competition with respondents’ garment, 
as respondents’ garment was in the public domain. However, appellant could not 
deliberately simulate respondents’ trade-mark with the intent to cause the consum- 
ing public to believe that the “Joy-Maker” slip was the same garment as that ad- 
vertised and known as “Pace-Maker.” Fairness in competition would require ap- 
pellant to avoid marketing its slip in such a manner. 

We think that upon the evidence the court was fully warranted in finding that 
appellant’s conduct in the manufacture and sale of its garment under the trade-name 
of ‘“Joy-Maker” was deliberately and fraudulently intended to enable retailers to 
pass off appellant’s slip as that of the respondents. In the circumstances the judg- 
ment granting permanent injunctive relief and awarding damages was quite proper. 
Smith Co. v. Am. Pharmaceutical Co., 270 N. Y. 184, 187; Colman v. Crump, 70 
N. Y. 573, 578; Cash, Inc. v. Steinbook, 220 App. Div. 569, 572, aff’d 247 N. Y. 

31; Lever Bros. Co. v. Eavenson & Sons, Inc., 288 N. Y. 627; Warren, Inc. v. 
‘urner’s Gowns, Lim., 285 N. Y. 62, 67. 

Appellant questions the correctness of the account reported by the learned ref- 
eree and approved by the court. In computing respondents’ damages the referee 
included profits realized by appellant on the sales of its “Joy-Maker’”’ garments, be- 
ginning July 1, 1942, and ending May 1, 1943. Appellant urges that the referee 
erred by including profits from sales of slips obtained before October 7, 1942, and 
after the date of the conclusion of the trial of the action, namely, January 7, 1943. 
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The evidence as we view it established that appellant did not employ the objec- 
tionable label “Joy-Maker” in the sale of women’s slips until October 7, 1942. It 
was not until that date that the “Joy-Maker” labels were printed, and it was not until 
then that they were placed upon the slips sold by appellant. Appellant’s profits on 
sales made prior to October 7, 1942, should accordingly be eliminated from the 
award of damages. 

We think, too, that the referee erred in allowing respondents profits for gar- 
ments sold by appellant after the trial and up to May 1, 1943. There is insufficient 
evidence to sustain a finding that appellant continued to use the label “Joy-Maker” 
on garments which it sold after January 7, 1943. Appellant’s profits from sales of 
slips made after that date should have been excluded. 

In all other respects we rule that the findings of the referee, as approved by the 
court, including the method employed by him in determining respondents’ damages, 
were correct and should not be disturbed. 

The final judgment fixes the sums of $2,500 and $1,000 as the reasonable fees, 
respectively, for the counsel and the accountant engaged by respondents in connec- 
tion with the reference to compute damages and directs appellant to pay these sums 
to respdndents. There is no authority for such allowances. Costs and allowances 
are controlled entirely by statute, and a successful litigant may recover only the 
costs so authorized. As a general rule, the taxable costs are deemed adequate rec- 
ompense. Counsel fees and other expenses in conducting the suit, not included in 
the taxed costs, cannot be taken into consideration in assessing damages. Avalon 
Const. Corp. v. Kirch Holding Co., 256 N. Y. 137, 145; Lurman v. Jarvie, 82 App. 
Div. 37, 45, aff'd 176 N. Y. 611; Lever Bros. Co. v. Eavenson & Sons, Inc., supra; 
Agostini v. State of New York, 255 App. Div. 264, 267 ; Rollin v. Grand Store Fix- 
ture Co., Inc., 231 App. Div. 47, 50; Fine v. Clinton Realty Co., 105 Misc. 318, 
aff'd 188 App. Div. 915; Bishop v. Hemdrick, 82 Hun. 323, 335, aff’d on opinion 
below, 146 N. Y. 398. While the court is empowered at times to make additional 
allowances where the grant is sanctioned by statute, their imposition must be limited 
to such cases (secs. 1504 to 1521, Civil Practice Act). 

The order and judgment appealed from should be modified by limiting respond- 
ents’ damages to the profits on apppellant’s sales of “Joy-Maker” slips made be- 
tween October 7, 1942, and January 7, 1943. The judgment should also be modified 
by eliminating the allowances for counsel and accountant’s fees. As so modified, 
the order and judgment should be affirmed, with costs to appellant. 

All concur. 





MORTON MFG. CORP. v. DELLAND CORP. 


MORTON MANUFACTURING CORPORATION v. THE DELLAND 
CORPORATION 


Commissioner of Patents 


June 14, 1946 


TRADE-M ARKS—REGISTRATION—TEN-YEAR PROVISO 


Registration under ten-year proviso is “entitled to exactly the same treatment and pro- 

tection as any mark registered under the main provisions of the Act of 1905.” 
TrADE-MARKS—Not CONFUSINGLY SIMILAR 

“Slick Stick,” “Stick” being disclaimed for shaving stick, is not confusingly similar to 
“Chap Stick” for medicinal preparation for chapped skin, sunburn, and hangnails; marks 
bear no resemblance save in descriptive “Stick,” “Chap” and “Slick” are different in sound, 
appearance, and meaning ; they are ordinary worcs used in everyday conversation, and are less 
likely to be confused than words not so generally understood; goods are different though of 
the same descriptive properties. 


Appeal from Examiner of Interferences. 
Trade-mark opposition No. 23183 by Morton Manufacturing Corporation against 


The Delland Corporation, application, Serial No. 462,201, filed July 21, 1943. From 
decision dismissing opposition, opposer appeals. Affirmed. 


Mason, Fenwick & Lawrence, Washington, D. C., for Morton Manufacturing 
Corporation. 


Baer & Marks, New York, N. Y., for The Delland Corporation. 


Frazer, F. A. C.: 


Morton Manufacturing Corporation appeals from the decision of the Examiner 
of Interferences dismissing its opposition to the application of The Delland Corpora- 
tion for registration of the notation “Slick Stick,” claimed to have been used since 
June 8, 1942, as a trade-mark for “shaving stick.” The word “Stick” is disclaimed 
“apart from the mark as shown in the drawing.” The product is essentially “a 
combination of earth minerals,” which is applied to the skin preparatory to shaving. 

Opposer relies upon its ownership of the trade-mark “Chap Stick,” registered 
under the ten-year proviso of the Act of February 20, 1905, for “a medicinal prep- 
aration for chapped skin, sunburn, and hangnails.” According to the testimony 
it is also useful as an after-shaving emollient. It is packaged in stick form, and 
also in jars. It has been widely advertised and extensively sold. 

Broadly speaking I think the goods of the parties may properly be regarded as 
having the same descriptive properties. The Examiner of Interferences so held. 

Also I agree with opposer that by virtue of its registration under the ten-year 
proviso, its trade-mark is “entitled to exactly the same treatment and protection as 
any mark registered under the main provisions of the Act of 1905.” But it is en- 
titled to no greater protection. And descriptive portions of many composite marks 
registered under the Act have been disregarded in resolving the question of their 
similarity to other marks. See, for example, Franco-Italian Packing Corp. v. Van 
Camp Sea Food Co., 31 C. C. P. A. 1029, 142 F. 2d 274. 
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Opposer’s mark consists in the combination of two descriptive words, which 
combination is presumed to have acquired a secondary meaning as denoting origin 
in opposer of the goods to which it is applied, by reason of opposer’s actual and ex- 
clusive use thereof during the ten years immediately preceding February 20, 1905. 
The registration thus affords prima facie evidence of opposer’s ownership of the 
mark as registered. But that mark is “Chap Stick,” and opposer owns neither word 
standing alone. 

“Chap Stick” and “Slick Stick” bear no resemblance save in the word “Stick,” 
which is descriptive of the goods of both parties. “Chap” and “Slick” are different 
in sound, appearance, and meaning. Moreover, being “ordinary words used in 
everyway conversation,” they are less likely to be confused than would be words 
that were not so generally understood. The Bon Ami Co. v. McKesson & Robbins, 
Inc., 25 C. C. P. A. 826, 93 F.2d 915 [28 T.-M. Rep. 87]. In view of the differences 
between the goods to which they are applied, it is my opinion that the marks as a 
whole differ sufficiently to be used in trade without likelihood of confusion. 

The decision of the Examiner of Interferences is affirmed. 





SEATTLE BREWING & MALTING COMPANY v. COMMISSIONER 
OF INTERNAL REVENUE 


Tax Court of the United States 


Promulgated April 29, 1946 


TRADE-MARK—TAXATION 


Owner of trade-name granted perpetual exclusive license for specific territory to use the 
name on beer retaining the right to cancel if specified royalties were not paid to use name in 
territory on non-alcoholic beverages. 

License contained on option whereby the taxpayer might terminate liability for royalties 
by giving promissory notes for $1,000,000 payable in equal installments over a five-year 
period. Option was exercised and notes were paid the parties intended that, on payment of 
$1,000,000 taxpayer should have exclusive and perpetual use of the name. These provisions 
are inconsistent with theory of lease or license and are more consistent with sales. 

Taxpayer is not entitled to deduction from income. 

TAXATION—ROYALTIES 

Royalties are often characterized as rents and where, as in the contract here under con- 
sideration, they are based on an amount required to be paid each year for the total quantity 
of goods produced during the year, there is no question but that they are deductible as an ex- 
pense incident to such product. We must look to the extent of the rights granted and the 
finality of the grant. 

TRADE-M ARKS—TITLE 

The right to use a trade-name is a monopoly, as is a copyright or a patent. It carries with 
it the right to control its use in connection with a manufactured article and to prevent any 
competition that might destroy its value. It is a property right and the trade-name is prop- 
erty, no less so because it is intangible. 


Petition by Seattle Brewing & Malting Company against Commissioner of In- 
ternal Revenue. Decision for respondent. 














SEATTLE BREWING v. COMM. INT. REV. 





H. B. Jones, Seattle, Wash., and A. R. Kehoe for petitioner. 
B. H. Neblett and Clyde R. Maxwell for respondent. 


Harron, J.: 


This proceeding involves deficiencies in income and excess-profits taxes and 
penalties thereon as follows: 


Calendar Income Tax 
Year Deficiency Penalty 
ge ee eee Or ea $19,056.59 $ 9,528.30 
Pr ere eee 24,565.15 12,282.58 
Excess-Profits Tax 
Re een ere ee $12,688.61 $ 6,344.30 
OPM Si rdae cichate atleast ea 86,175.87 43,087.93 


It was alleged in the petition that the respondent erred: 

(a) In disallowing as a deduction royalty expenses amounting to the sum of 
$56,498.13 for the year 1940 and $142,821.04 for the year 1941. 

(b) In disallowing as a deduction officers’ salaries of $19,000 for the year 1940, 
and officers’ salaries of $12,833.33 and other salaries of $7,483.33 for the year 
1941. 

(c) In failing to allow for the year 1941 as an additional deduction the sum of 
$4,125 representing additional capital stock tax. 

At the hearing petitioner conceded Issue (b) relating to officers’ salaries and 
bonuses, with respect to both years, and the respondent stipulated that petitioner’s 
claim for capital stock tax deductions should be allowed in the sum of $1,125 for 
1940 and $3,000 for 1941. 

The petitioner further conceded that, for the purposes of this case only, if any 
deficiency is determined with respect to the taxable years 1940 and 1941 the penalty 
under Section 293 (b) of the Internal Revenue Code may be imposed. 

The only remaining issue for our decision is whether petitioner is entitled to 
deduct from income for the years 1940 and 1941 certain amounts claimed as royalty 
expenses in connection with its contract with Rainier Brewing Company. 

The case was submitted on oral and documentary evidence and under certain 
concessions and stipulations made by counsel at the hearing. 


Findings of Fact 


Petitioner is a corporation organized under the laws of the State of Washington. 
Its Federal income and excess-profits tax returns for 1940 and 1941 were filed with 
the collector of internal revenue, Tacoma, Washington. Its returns were filed on 
the accrual basis. 

Petitioner was incorporated in 1933 as Century Brewing Association and estab- 
lished a plant and began the manufacture of beer at Seattle, Washington. Many 
years prior to the incorporation of petitioner, and prior to the amendment of the 
constitution establishing National Prohibition, which was ratified in 1919, another 
corporation known as the Seattle Brewing & Malting Company was engaged in the 
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manufacture of beer in Seattle, and in 1933 its assets were held or controlled by 
Rainier Brewing Company, Inc., hereafter called Rainier, a corporation with head- 
quarters at San Francisco, California. Among these assets were certain properties 
in Seattle which were not then being used, except as a distributing warehouse and 
the trade-name “Rainier” which was applicable to beer then being distributed and 
marketed in certain western states including Washington and Alaska, by Rainier 
Brewing Company, which also had acquired the trade-name “Tacoma” in order to 
prevent a confusion in the labels which carried a picture of Mt. Rainier (sometimes 
called Mt. Tacoma). 

The trade-name “Rainier” had a well-established and recognized value by rea- 
son of its use and development, and petitioner was desirous of acquiring the right 
to use it in connection with the manufacture and sale of its own beer. The trade- 
name “Tacoma” was less used and not so valuable. Rainier was approached with 
the suggestion of a merger but would not sell any part of its business. Later peti- 
tioner appointed a committee of four of its directors to negotiate with Rainier. 
After some negotiation a contract was entered into between petitioner and Rainier 
on April 23, 1935, under which the petitioner purchased certain property and equip- 
ment located at Seattle, and certain personal property, and secured a right to use 
the trade-names “‘Rainier” and ““Tacoma” in the State of Washington and the Terri- 
tory of Alaska in consideration of the payment of certain sums to be determined on 
a production basis or a minimum royalty specified therein. No other consideration 
was provided or required for the “perpetual right and license” granted. 

The contract of April 23, 1935, after reciting the mutual desire of Rainier to 
sell and petitioner to purchase the physical property and of petitioner to secure and 
Rainier to grant the right to use the trade-names within the State of Washington 
and the Territory of Alaska, and after providing in detail for the sale of the physical 
properties, continues with the following provision: 


Licensing Agreement 


Seventh: Rainier hereby grants to Century the sole and exclusive perpetual right and 
license to manufacture and market beer, ale and other alcoholic malt beverages within the 
State of Washington and the Territory of Alaska under the trade-names and brands of 
“Rainier” and “Tacoma” together with the right to use within said State and Territory 
any and all copyrights, trade-marks, labels, or other advertising media adopted or used by 
Rainier in connection with its beer, ale, or other alcoholic malt beverages. 

Eighth: In consideration of said perpetual right and license, Century agrees to pay to 
Rainier in cash, lawful money of the United States, a royalty amounting to Seventy-five 
cents (75c) per barrel (consisting of 31 gallons) for every barrel of beer, ale, or other 
alcoholic malt beverages sold or distributed in the State of Washington and the Territory 
of Alaska under the said trade-names or brands of “Rainier” and “Tacoma” up to a 
total of one hundred twenty-five thousand (125,000) barrels annually, and eighty cents 
(80c) per barrel for all such products distributed within said territory annually in excess 
of said amount of one hundred twenty-five thousand (125,000) barrels; provided, how- 
ever, that the minimum annual amount to be paid by Century to Rainier shall be the sum 
of Seventy-five Thousand Dollars ($75,000.00), which said amount is herein termed 
minimum annual royalty.” Said payments shall be made in lawful money of the United 
States as follows: 


* * * * . 
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Century further agrees that annually on the Ist day of August of each year, com- 
mencing with the Ist day of August, 1936, it will deliver to Rainier a statement pre- 
pared by Price, Waterhouse & Co., or other Certified Public Accountants acceptable to 
Rainier, showing the sales of beer, ale and other alcoholic malt beverages under the trade- 
names or brands of “Rainier” and “Tacoma” for the contract year commencing July Ist 
and ending June 30th immediately preceding the date of such statement. 

Rainier shall have the right, at its own cost and expense, to examine the books, records 
and accounts of Century for the purpose of verifying any such statement so submitted to 
determine the accuracy thereof. 

Ninth: Rainier agrees that during the period of time this agreement remains in force, it 
will not manufacture, sell or distribute, within the territory herein described, directly or 
through or by any subsidiary company or instrumentality wholly owned or substantially 
controlled by it, beer, ale, or other alcoholic malt beverages, or directly or indirectly enter 
into competition with Century in said territory. It is understood and agreed, however, 
that Rainier shall have the sole and exclusive right to manufacture, sell, and distribute 
non-alcoholic bverages within said territory under said trade-names or brands of “Rainier” 
and “Tacoma” and any and all other trade-names or brands that it owns and desires to 
use. 

Rainier agrees that during the period of time this agreement remains in force it will 
maintain in full force and effect Federal registrations for said trade-names or brands, 
“Rainier” and “Tacoma” and will likewise maintain in full force and effect the present 
registration of said trade-names or brands within the State of Washington and Territory 
of Alaska. Should Rainier fail to so maintain its rights under said trade-names or brands, 
then and in that event Century shall have the right to pay any and all amounts necessary 
to so maintain said trade-names or brands for and in the name of Rainier, and shall be 
entitled to deduct any and all amounts so paid from the royalties then due or thereafter 
becoming due under this agreement. 

Tenth: Century agrees that any and all beer, ale, or other alcoholic malt beverages 
manufactured by it pursuant to this agreement and marketed under said trade-names and 
brands of “Rainier” and “Tacoma” shall at all times be of a quality at least equal to the 
quality of similar products then manufactured and marketed under said trade-names and 
brands by Rainier; and shall be manufactured under the same formulae used in the manu- 
facture of similar products by Rainier, which formulae Rainier shall make available to 
Century. 

Eleventh: It is understood and agreed by and between the parties hereto that should 
Century at any time be prevented from manufacturing, selling, and distributing beer, ale, 
or other alcoholic malt beverages due to strikes, boycotts, fires, earthquakes or acts of God, 
for periods of time in excess of three (3) months, and as a result thereof Century shall fail 
to earn a sufficient amount from the operation of its entire business to enable it to pay the 
royalty next due and payable under this agreement, then and in that event, the time of 
payment of such royalty shall be deferred for a period of time equal and equivalent to 
the period during which such cause shall continue, but in no event beyond a date upon which 
Century has available sufficient funds to pay royalty payments that have accrued; provided, 
however, that during any such period when royalty payments, shall be so deferred, Century 
shall apply all of its monthly net incomes derived from the operation of its entire business 
toward the payment of any royalties so due. 

Should the citizens residing in any portion of the territory covered by this agreement 
elect to adopt local prohibition laws prohibiting the manufacture, sale, and distribution of 
beer, ale, or other alcoholic malt beverages in sucii community, and should Century, due 
to such laws, be unable to sell and distribute within the territory described in this agree- 
ment, beer, ale, and other alcoholic malt beverages manufactured under the trade-names 
and brands of “Rainier” and “Tacoma” in a quantity at least equal to Fifty-Two Thousand 
(52,000) barrels annually, then and in that event, the minimum royalty payable hereunder 
shall be reduced during the continuance of the operation of such laws by the percentage 
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that the sales of such products under such trade-names and brands of “Rainier” and 
“Tacoma” sold within that particular community bear to the total sales of such products 
by Century under such brands within the entire territory covered hereby, which per- 
centage shall be based upon the average sales of such products theretofore made here- 
under. 

It is further understood and agreed by and between the parties hereto that should 
Century at any time be prevented from manufacturing, selling and distributing beer, ale, or 
other alcoholic malt beverages under the brands and trade-names of “Rainier” and 
“Tacoma,” in a quantity at least equal to fifty-two thousand (52,000) barrels annually, due 
to governmntal action, war regulation, or general prohibitory laws adopted by the United 
States of America or the State of Washington, then and in that event Century shall have 
the option of terminating this agreement or submitting to arbitration, in the manner 
hereinafter provided, the question of adjusting the minimum royalties payable hereunder 
during the continuance of such restriction upon the operation of its business. In the event 
that Century elects to submit the matter to arbitration, it agrees to abide by any decision 
rendered by the arbiters, and to pay the minimum royalties so fixed, in the manner and at 
the times herein provided. Rainier agrees, in the event of such arbitration, to accept the 
royalties so fixed in satisfaction of the obligation of Century for such period. 

Twelfth: Century agrees that upon acquiring title to the real property herein agreed 
to be sold to it by Rainier, it will, in addition to executing the mortgage provided in para- 
graph third hereof, execute and deliver to Rainier such document or documents as Rainier 
shall deem necessary to cause said real property to stand as security for the prompt and 
faithful compliance by Century of all of its obligations under this agreement, to the end that 
should Century default in the performance of its obligations under this agreement and 
should Rainier elect to terminate this agreement, then and in that event, title to said real 
property shall pass to Rainier, free and clear of all liens and encumbrances, as and for 
liquidated damages due to such default. 

Century further agrees that should it sell said property, it will, under written agree- 
ments satisfactory to Rainier, impound the proceeds received from such sale to the extent 
of Two Hundred Fifty Thousand Dollars ($250,000.00), or such sums as shall be realized 
on said sale, which said impounded funds shall thereafter stand as security for the prompt 
and faithful compliance by Century of all of its obligations under this agreement, and 
in the event of default, be transferred and delivered to Rainier as and for liquidated dam- 
ages. 

It is understood and agreed by and between the parties hereto that in the event of the 
default of Century hereunder, the termination of this agreement by Rainier, and the trans- 
fer or delivery to Rainier of said real proprty, or such impounded proceeds as liquidated 
damages, Rainier shall, in addition thereto, be entitled to recover any and all royalties due 
and payable under this agreement at the time of the termination thereof, which said amounts 
Century agrees to pay upon demand. 

Thirteenth: It is understood and agreed by and between the parties hereto that at any 
time after this agreement has been in force for five (5) years, Century shall have the right 
and option of electing to terminate all royalties thereafter payable hereunder by notifying 
Rainier of its election so to do, and by executing and delivering to Rainier the promissory 
notes of Century aggregating in principal amount the sum of One Million Dollars 
($1,000,000.00) dated as of the date of the exercise of such option, bearing interest from 
date at the rate of five percent (5%) per annum, which said promissory notes shall be 
divided into five (5) equal maturities and shall be payable respectively on or before one 
(1), two (2), three (3), four (4), and five (5) years after the dates thereof. 


Paragraphs Fourteenth to Twenty-fifth were headed ‘‘Miscellaneous Provisions.” 
In paragraph Fourteenth petitioner agreed to purchase from Rainier at prevailing 
market prices all malt required in the manufacture of beer, ale and other alcoholic 
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malt beverages under the trade-names and brands of “Rainier” and “Tacoma.” In 
paragraph Fifteenth petitioner agreed to use its best efforts to increase the sales of 
alcoholic malt beverages within its territory and to expend in advertising amounts 
equal to those expended in advertising all other beverages manufactured and sold 
by it under other brands in Washington and Alaska. In paragraph Seventeenth 
Rainier agreed to cause the old Seattle Brewing and Malting Company, the West 
Virginia corporation, to change its name to the end that petitioner might adopt the 
names Seattle Brewing & Malting Company. Paragraph Twenty-second provides 
that if petitioner should fail to fully and promptly carry out the terms and pro- 
visions of the agreement or to make payments according thereto after proper notice 
by Rainier such failure should be considered an event of default and Rainier should 
cancel the agreement by written notice to petitioner, in which event all the rights of 
petitioner should terminate and liquidated damages as specified in paragraph Twelfth 
would accrue to Rainier. It was further provided in paragraph Twenty-fourth that 
the agreement should be binding upon and inure to the benefit of the parties, their 
respective successors and assigns, provided, however, that no rights of Century 
should be assigned by it without the written consent of Rainier first had and obtained. 

The contract was carried into execution. In pursuance of paragraph Seventeenth 
of the agreement petitioner changed its name from Century Brewing Association 
to Seattle Brewing & Malting Company. Rainier withdraw from the sale and dis- 
tribution of its products in Washington and Alaska. The Seattle plant was deeded 
by Rainier to petitioner and petitioner conveyed the Seattle plant to a bank as 
trustee and executed its trust indenture with Rainier as beneficiary, all in accord- 
ance with the terms of the agreement. From time to time thereafter various amend- 
mens were made to the contract of April 23, 1935, none of which substantially 
affected the provisions respecting the use of the trade-names. 

Thereafter petitioner operated under the licensing agreement until July 1, 1940, 
and royalties paid pursuant thereto were claimed and allowed as deductions for 
income tax purposes. During the period from June 30, 1935, to July 1, 1940, the 
petitioner sold alcoholic malt beverages in Washington and the Territory of Alaska 
under the name of “Rainier” in the quantities set out below and paid “royalties” 
thereon as follows: 


Year ending 


June 30 Barrels sold Royalties paid 
PE cvikinisnaeneacerewenen 60,171.51 $ 75,000.00 
> eeiagveencs kicakiminedy 82,881.50 75,000.00 
SO Seta cdwasisacdcieeaas 114,308.16 85,731.12 
Se Wekdchevdnte seen 112,538.17 84,403.63 
Te ¢Kicbavétciiatiwieeeie 131,355.59 98,834.47 

2 ee ee 501,254.93 $418,969.22 


In the spring of 1940 it became apparent that with increased production and 
sales the payments at the barrelage rate for the next five years would closely ap- 
proximate, if not exceed, $1,000,000, and at a meeting held April 10, 1940, peti- 
tioner’s directors considered the advisability of exercising the election provided in 
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paragraph Thirteenth of the contract of April 23, 1935. At a subsequent meeting 
of the board of directors, held June 18, 1940, the matter was again discussed and 
the following resolution was adopted : 


Be It Resolved, that the President and Secretary of this corporation be and they 
hereby are authorized to execute promissory notes in the aggregate sum of $1,000,000.00 
dated as of July 1, 1940, payable respectively on or before one, two, three, four and five 
years after date, with interest at the rate of five (5%) percent per annum, and payable to 
Rainier Brewing Company, Inc., and that the President of this corporation be and he 
hereby is authorized to exercise the right and option given to this corporation by its agree- 
ment of April 23, 1935, to terminate the payment of royalties to Rainier Brewing Company, 
Inc., by the delivery to them of said promissory notes. 


Pursuant to this resolution petitioner notified Rainier of its election to exercise 
the option as of July 1, 1940, and of the execution of promissory notes in the amount 
of $1,000,000 bearing interest at 5 percent and payable on five equal maturity dates 
of one, two, three, four and five years, respectively thereafter. These notes were 
made payable to Rainier, Inc. Note No. 1 in the amount of $200,000 was paid at 
its due date July 1, 1941. Notes Nos. 2 and 3 for $200,000 each, payable on July 1, 
1942, and July 1, 1943, respectively were paid in 1942 and in consideration for the 
advanced payment Rainier granted to petitioner subject to all the terms and condi- 
tions of the contract of April 23, 1935, the “sole and perpetual right and license” 
to manufacture and market alcoholic malt beverages within the State of Idaho under 
the trade-names and brands of “Rainier” and “Tacoma” without any payment 
therefor other than the payment of the remaining promissory notes given by peti- 
tioner in settlement of all royalty payments under the agreement of April 23, 1935. 

In the fall of 1942 petitioner arranged to pay in advance the notes of July 1, 
1944, and July 1, 1945, in the principal amount of $200,000 each, together with 
interest thereon, less $10,000 of such interest in consideration of Rainier (1) re- 
leasing the properties held by the First National Bank of Seattle as trustee from 
the lien thereof and directing the conveyance of such property to petitioner; (2) 
releasing the provisions in the contract of April 23 1935, for the purchase of malt 
from Rainier, and (3) extending the right to manufacture and sell beer under the 
trade-names of “Rainier” and “Tacoma” to any plant or plants owned or con- 
trolled by petitioner within the states of Idaho and Washington and the Territory 
of Alaska without the necessity of securing the written consent of Rainier in con- 
nection therewith. 

Aside from the changes indicated above, as consideration for advance payments 
of the notes and accrued interest thereon, no changes were made to the contract of 
April 23, 1935, after the election by petitioner to exercise the right to “terminate 
the payment of royalties” by the payment of $1,000,000. 

Upon the exercise of the option granted in paragraph Thirteenth of the contract 
and execution and delivery to Rainier of its promissory notes aggregating $1,000,000, 
petitioner acquired the perpetual and exclusive right to manufacture and market 
beer, ale and other alcoholic malt beverages within the State of Washington and 
the Territory of Alaska without any further payments and without regard for the 
amount of alcoholic malt beverages so manufactured and sold. 
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After the execution of the contract of April 23, 1935, petitioner spent large 
sums in advertising the name “Rainier.” The sums spent for advertising increased 
very substantially after 1940 and the volume of the sales of “Rainier” beer expanded 
steadily from 112,538 barrels in the fiscal year beginning July 1, 1935, to 232,316 
barrels in the fiscal year beginning July 1, 1944. The amount of beer marketed 
under the trade-name “Tacoma” was insignificant. 

In petitioner’s income tax return for the calendar year 1940 it claimed a deduc- 
tion of $104,488.59 as “Selling expense, royalty.” In its income tax return for the 
calendar year 1941 petitioner claimed a deduction of $142,821.04 as “Amortization 
of prepaid royalty for use of Rainier trade-name.”’ 

During the year 1941 and subsequent years payments on account of the $1,000,- 
000 were treated on petitioner’s books in the following manner: The amounts paid 
were written off and charged against income based on the same barrelage rate as 
formerly applied prior to the exercise of the option on July 1, 1940. 

Under date of April 9, 1943, petitioner mailed to the collector of internal reve- 
nue for the district of Washington two claims for refund covering the years 1940 
and 1941 in amounts as follows: Year 1940, $10,440.40; year 1941, $37,339.66. The 
claims state, among other things, that in making its return for 1940 the taxpayer 
deducted as expenses the sum of $56,498.15, being the amount computed at barrelage 
rates on production during the last half of that year, and for 1941 the sum of 
$142,821.04, being an amount computed at barrelage rates for that year. The basis 
of both claims is that the deduction for royalties should be at the rate of $200,000 
per year beginning July 1, 1940. 


Opinion 


The only remaining issue for decision is whether petitioner is entitled to deduct 
from its income for the years 1940 and 1941 any portion of the $1,000,000 which it 
agreed on July 1, 1940 to pay to Rainier upon the exercise of the option of electing 
to terminate all royalties payable under the contract of April 23, 1935. None of 
the $1,000,000 was paid by petitioner in 1940. Two hundred thousand ($200,000) 
dollars with interest was paid in 1941 and $800,000 with interest was paid in 1942. 

The petitioner contends that Rainier did not sell to it the right to use its trade- 
names, copyright, labels, etc., but granted the right to use such property on a royalty 
basis ; that its election to terminate all royalties thereafter payable by the execution 
and delivery to Rainier in 1940 of its promissory notes aggregating $1,000,000 did 
not convert the existing contract from a royalty basis to a capital transaction but 
simply substituted a lump sum payment for payments on a barrelage basis for the 
use of another’s property right; that the transaction was a license since it did not 
convey full title to the trade-name and the payment was in the nature of rent or 
royalty and should be considered a pre-payment of future operating or production 
expenses. The petitioner does not contend that the amounts in controversy are 
deductible as amortization or exhaustion of a capital asset but recognizes that such 
an asset is not subject to periodic exhaustion and that if capitalized there would be 
no recognizable basis for writing it off. 

The respondent contends that by exercising the option in 1940 the petitioner con- 
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verted the existing contract from a royalty basis to a transaction under which it 
acquired exclusive and perpetual rights of a capital nature to manufacture and sell 
alcoholic malt beverages under the trade-names of “Rainier” and “Tacoma,” the 
cost of which may not be deducted as an expense or otherwise. The respondent 
further contends, in the alternative, that in the event the Court should determine 
that the amount of the obligation to Rainier by reason of the exercise of the option 
by petitioner may be deducted as an expense, the entire $1,000,000 would be de- 
ductible in 1940 since petitioner was on the accrual basis. 

The question, therefore, turns on whether the sum $1,000,000 is to be regarded 
as an expense in the nature of prepaid royalties or whether it is to be regarded as a 
capital expenditure. This is not a case of accelerated income taxable as ordinary 
income. 

The contract of April 23, 1935, was divided into three parts headed ‘Purchase 
Agreement,” “Licensing Agreement,” and “Miscellaneous Provisions.” The pur- 
chase agreement provided for the purchase of certain real property in or adjacent 
to the city of Seattle, Washington, including the old brewery then dismantled and 
used as a cold storage plant and warehouse, together with certain specified personal 
property, including beer containers, cardboard cases, beer on hand, and office fix- 
tures and equipment. Under the licensing agreement Rainier granted to peti- 
tioner its successors and permitted assigns “the sole and exclusive perpetual right 
and license” to market and manufacture alcoholic malt beverages within the State 
of Washington, and the Territory of Alaska under its trade-names and brands 
“Rainier” and “Tacoma,” together with the right to use within the territory any 
and all copyrights, trade-marks, labels or other advertising media adopted or used 
by the grantor in connection with its beer, ale or other alcoholic malt beverages. 
The consideration for this grant was to be determined at least during the first five 
years on the barrelage basis, 1.e., a specified amount for each barrel of alcoholic 
malt beverage sold or distributed within the territory, payable annually. There was 
also a provision for a minimum annual royalty of $75,000 and a provision for the 
reduction of the minimum royalty in the event of local option in a part of the terri- 
tory covered by the agreement, or governmental action preventing the manufacture 
and sale of alcoholic malt beverages in the assigned territory. There is a further 
provision that the real property purchased or, in the event of its sale, $250,000, 
should stand as security for the performance of petitioner under the contract. It 
further provided (Paragraph Thirteenth which is the important paragraph here) 
that at any time after the agreement had been in force for five years petitioner “shall 
have the right and option of electing to terminate all royalties thereafter payable 
hereunder” by executing and delivering to Rainier its five promissory notes of 
$200,000 each, aggregating the sum of $1,000,000 and bearing interest at the rate 
of 5 percent per annum payable, respectively, in 1, 2, 3, 4, and 5 years after the date 
hereof. The miscellaneous provisions provided: 

1. For the purchase by petitioner of malt from Rainier. 

2. That petitioner would use its best efforts to increase the sales of “Rainier” 
and “Tacoma” beer by advertising within the territory assigned to it. 
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3. That it would sell Rainier at cost malt manufactured under the trade-names 
for distribution outside of the territory assigned. 

4. Termination of the contract upon default of petitioner, and 

5. That no assignment of its contract rights could be made by petitioner with- 
out the consent of Rainier. 

Petitioner argues that Rainier did not transfer to it the entire title to the trade- 
name but reserved certain rights, including the right to use the trade-name in the 
manufacture and sale of the non-alcoholic beverages within the territory and to re- 
quire petitioner to do certain other things set out above “during the period of time 
that this agreement remains in force.’”’ Petitioner relies on Clifford H. Goldsmith, 
1 T. C. 711; aff'd, 143 F. 2d 466 [62 U. S. P. Q. 112]; cert. den. 323 U. S. 774 
[63 U.S. P. Q. 358] ; Rafael Sabatini, 32 B. T. A. 705; affd., 98 F. 2d 753, and re- 
lated cases. The facts of these cases distinguish them from the case before us and 
are not controlling here. The Sabatini case involved the question of whether the 
income involved was from sources within or without the United States. The ques- 
tion of whether the transaction granting motion picture rights to copyrighted works 
was a license or a sale was incidental thereto. The Board of Tax Appeals held that 
the exclusive world-wide right to motion picture rights for a limited period was a 
sale, since the contract was made in England. In reversing the Board on this point 
the Court of Appeals for the Second Circuit said: “We cannot agree that what 
occurred was a sale. It was instead but a granting of a right to produce motion 
pictures from the works for a limited time.” This case did not involve a situation 
where an exclusive and perpetual right was granted. The Goldsmith case, supra, 
involves a formal assignment of exclusive world-wide motion picture rights to a 
play. The question was whether the money received from the assignment and 
transfer was from the sale of a capital asset as defined in section 117 of the Reve- 
nue Act of 1938. The Commissioner contended that the assignment amounted to a 
license and, therefore, there was no sale of a capital asset and, alternately, that the 
property involved was property used in petitioner’s trade or business of a character 
subject to an allowance for depreciation, and, therefore, excluded from the term 
“capital assets” as defined in section 117. In affirming respondent’s determination 
on both grounds, this Court cited Witmark & Sons v. Pastime Amusement Co., 298 
F. 470; aff'd, per curiam, 2 F. 2d 1920, and Rafael Sabatini, supra. In the Wit- 
mark case, as in the Sabatini case, the grant was for a limited term and the court 
held that under such conditions the grantor did not part with all interest in the 
copyright and could sue for infringement. 

The Goldsmith case was affirmed. Judge Chase, who wrote the main opinion, 
held, on the authority of the Witmark and Sabatini cases, that the assignment was 
a license and the income was from royalties. In a concurring opinion, in which 
he was joined by Judge Swan, Judge L. Hand held that Goldsmith was in business 
as a playwright ; that the license granted was “property” within section 117(a) (1); 
the grant was a “‘sale,” and the licensee was a customer in the ordinary course of 
business. 


Petitioner’s argument that the $1,000,000 which it became bound to pay upon 
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the exercise of the option should be deducted, according to the best accounting prac- 
tice, by applying the barrelage rates which had existed theretofore or, alternatively, 
over a five-year period at $200,000 per year, in order to properly reflect income, is, 
we think, unsound. In Coca-Cola Bottling Co., 6 B. T. A. 1333, the grantee had a 
contract granting it exclusive bottling and selling rights in a certain territory for 
which it paid $100,000. The contract had no fixed term, but was subject to termi- 
nation by either party if the other failed to perform its obligations thereunder, or 
by the grantor if the grantee failed to properly push the sale of bottled coca-cola. 
The grantee contended that the contract should be treated as a ten-year contract 
because the amount paid for the right would probably be returned within that time. 
This contention was denied, because, under the terms of the contract, there was no 
exhaustion of the capital investment by the lapse of time and the useful life of the 
contract could not be determined. Cf. /nternational Textbook Co. v. United States, 
44 F. 2d 254; Jefferson Gas Coal Co., 16 B. T. A. 1135; aff'd, 52 F. 2d 120; Clark 
Thread Co., 28 B. T. A. 1128; aff'd, 100 F. 2d 257. In the Coca-Cola case, supra, 
the opinion of the Board referred to the expenditure as a capital investment and we 
think it was, notwithstanding the fact that it might be canceled upon the happening 
of certain conditions. In our judgment, these conditions were subsequent and did 
not affect the character of the transfer. 

Royalties are often characterized as rents and where, as in the contract here- 
under consideration, they are based on an amount required to be paid each year for 
the total quantity of goods produced during the year, there is no question but that 
they are deductible as an expense incident to such product. The mere fact that 
there was a payment of $1,000,000 in a lump sum is not in itself determinative 
whether the transaction was a license or a sale. Cf. Sax and Rose Elizabeth Rohmer, 
5 T. C. 183; aff’d, 153 F. 2d 61, Sabatini v. Commissioner supra. We must look 
to the extent of the rights granted and the finality of the grant. It is the nature of 
the transaction that is the conrolling factor. Cf. Moore v. Marsh, 7 Wall. 515. 

The parties agree that for the contract period prior to the exercise of the option 
on July 1, 1940, the transactions were tantamount to a license and the payments 
based on barrelage were deductible as an expense. This may be true, and in fact 
it makes no difference whether we designate it as a license or as tantamount to a 
perpetual assignment of a right of use with a condition subsequent which might 
defeat it upon the happening of the event specified. In any event, there was a definite 
term measured from year to year when the expenditure applicable to income for the 
period could be definitely determined and exhausted. Cf. Philip W. McAbee, et al., 
5 T. C. 1130. 

On July 1, 1940, the petitioner had the option of continuing to operate under the 
contract on a barrelage or royalty basis, or to end payments based upon the quantity 
of beer produced and acquired the right to operate indefinitely upon the payment 
of a fixed sum of $1,000,000 regardless of the amount of beer produced thereafter. 
The payment of the fixed sum had no relation to production or sales or to the 
quantum of use of the trade-name. Since petitioner’s production had increased 
to the point that it was apparent that payment on a barrelage basis would soon ap- 
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proach $200,000 a year, which it would be required to pay under the option agree- 
ment, and since petitioner did not want to pay royalties indefinitely, it was considered 
good business to exercise the option. This petitioner did on July 1, 1940. After 
the payment of $1,000,000 the rights of the parties were very different, as were 
also their obligations. Rainier no longer had the right to call the contract breached 
and take over the trade-name for failure to pay the price. By the same token, there 
was no longer any object in having petitioner hold the real property purchased from 
Rainier, or its equivalent in value, as security for the performance of its contract. 
Prior to the exercise of the option petitioner’s right, although designated perpetual 
in the contract, was not in fact perpetual. It was perpetuated so long as the peti- 
tioner continued to pay royalties and was subject to being forfeited by a breach as 
provided in the contract. After the exercise of the option the right became per- 
petual in a real sense. Thereafter there was no further payment to be made and the 
forfeiture clause became inoperative. The exclusive right to use the trade-name 
in the designated territory became perpetual and the liability of having it revoked 
by the happening of a subsequent condition no longer existed in a real sense. Pro- 
visions such as the maintenance of quality, advertising and the purchase of malt were 
for the mutual benefit of both parties, and the agreement to protect the licensee 
against infringement was no different than one to protect title. The most important 
provision in the contract was the payment of the price, and when payment had been 
made in full provisions for the mutual benefit of the parties became of relative minor 
importance. 

The right to use a trade-name is a monopoly, as is a copyright or a patent. It 
carries with it the right to control its use in connection with a manufactured article 
and to prevent any competition that might destroy its value. It is a property right 
and the trade-name is property, no less so because it is intangible. The right of 
alienation is one of the essential incidents of a right of property. Whatever right 
the owner may have to protect the control over the trade-name beyond his own sales 
must depend upon agreement. He cannot divide his property in the name, but he 
may assign or transfer a property right thereto by grant in a limited territory. If 
such grant is exclusive and perpetual its characteristics more resemble a sale than a 
license, and this is particularly true where all the consideration has been paid. In 
Goldsmith v. Commissioner, supra, Judge L. Hand said: “It does not unduly strain 
the meaning of a sale to make it include an exclusive license.” But see Rohmer v. 
Commissioner, supra, where the court thought the fact that the time was unlimited 
was immaterial, due to the very limited scope of the grant. 

It is true under this agreement that petitioner could not assign the rights granted 
to it without the consent of Rainier, but we do not regard this provision as con- 
trolling here. Neither could Rainier assign the right to another or use it itself. 
The exclusive grant to petitioner resulted in the retention by Rainier of the naked 
legal title in the interest granted for the benefit of the grantee. Moreover, by the 
grant of an exclusive right and the agreement not to compete, Rainier transferred 
to petitioner its business in alcoholic malt beverages sold under the trade-name in 
the limited territory. 
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In Parke, Davis & Co., 31 B. T. A. 427, the contract recited that in considera- 
tion of certain payments to be made the licensor sells and grants unto the licensee 
the exclusive right, license and privilege to manufacture and have manufactured for 
its exclusive use and to use, but not to sell, the invention covered by the patents 
subject to certain conditions. The question before the Board was whether the 
transaction was a license or a sale. The respondent’s contention that the transaction 
was only a license was based on the fact that the petitioner did not part with all of 
its rights and that the licensee did not receive, among other things, the right to sell 
or the right to improvements, or the right to grant license to others without the 
consent of the licensor. The question was entirely different from that presented in 
Waterman v. Mackenzie, 138 U. S. 252, and similar cases where the right to sue 
was in question and was denied because the right to sell or license the use had been 
retained by the assignor. In its opinion the Board said: 


... Here we have a question of income tax liability where legal title is of little conse- 
quence and the inquiry ts as to the ownership of the beneficial interest. We are not to 
determine whether petitioner or Eli Lilly & Co. could maintain a suit for infringement in 
its own name, but merely whether petitioner, under its contract with Eli Lilly & Co., di- 
vested itself irrevocably of certain capital investments in consideration of the payment made 
to it by the latter company. If this is the fact, then the transaction for income tax pur- 
poses is no more than a conversion of capital. 

... Legal title alone, without beneficial ownership, and held for the interest of another, 
is without value. [Italics supplied. ] 


The fact that in the contract the parties were termed licensor and licensee was 
of no consequence, A. B. Watson, 24 B. T. A. 466, aff’d, 62 F. 2d 35. It was held 
that the rights granted or surrendered determine the character of the instrument to 
have been an absolute conveyance of a one-half beneficial interest in the patents in- 
volved. 

In Commissioner v. Celanese Corporation, 140 F. 2d 339, the question was 
whether certain payments under a contract were royalties or income subject to the 
withholding clause, or whether the parties had effected a purchase and sale and not 
a royalty contract. The Commissioner’s case was based on the theory that there 
were in the contract restrictions and limitations which indicated that it was no more 
than a licensing agreement, since, as a result of these provisions, the user might lose 
the patents and the vendor might recover them. In regard to this the court said: 


.. We find no merit in the claim. Most of the language . . . embraces precautionary 
provisions in the protection of the rights of the parties, respectively, under the contract. 
None of it affects the intent and purpose of the contract to vest immediately in the Pur- 
chaser absolute title to the patents. 


The court held that the transaction was a sale. 

In Jefferson Gas Coal Co., supra, a so-called lease was held to be a sale of coal 
in place rather than a lease, the intent of the parties as disclosed in the instrument 
being a purchase and sale. The sum and substance of the agreement was that the 
grantor sold all the coal in place for a consideration on a deferred payment basis. 
If the petitioner had not mined or moved any coal by the end of the term it would 
have paid the entire stipulated price in annual installments, irrespective of the total 
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quantity of coal recovered. The Board held that such provisions are foreign to an 
actual lease and disclosed the true nature of the agreement to be a sale rather than 
a lease. 

In the case before us the $1,000,000 was paid irrespective of the total quantity 
of beer manufactured. Thereafter it was of no consequence whether the petitioner 
manufactured a quantity of beer which at the royalty rate produced a lesser or a 
greater sum over any given period. It, therefore, makes no difference what termi- 
nology is applied to the payment. Regardless of the language used, it was the in- 
tention of the parties that upon the payment of $1,000,000 the petitioner should 
have the exclusive and perpetual use of the trade-name “Rainier,” regardless of the 
quantity of beer manufactured and for all future time. These provisions, we think, 
are inconsistent with the theory of a lease or license and are more consistent with 
the idea of a sale. Other provisions in the contract giving Rainier the right to re- 
quire petitioner to do certain things, such as keeping the quality of the malt and beer 
manufactured equal to Rainier quality, were but conditions subsequent primarily 
applicable to the period during which payment was made annually on a barrelage 
basis, and were for the benefit of both parties, both before and after the exercise 
of the option. Whether or not Rainier could have enforced these provisions after 
the exercise of the option is immaterial, our question being the character of the 
transaction incident to the option under which the petitioner paid $1,000,000 in con- 
sideration of the exclusive and unlimited right to manufacture and sell alcoholic 
malt beverages within a designated territory for an indefinite future time. Since 
the right was exclusive and unlimited as to time within the assigned territory, we 
think it very doubtful after the payment of $1,000,000 that Rainier could have in- 
terfered with petitioner in the exercise of that right. It is significant that imme- 
diately after giving the notes Rainier was willing to cancel the security which it held 
under the contract and the requirement that petitioner purchase malt from it. The 
real consideration throughout was the payment of the price and once that was paid 
in full Rainier had no ground upon which to base a cancellation of the contract under 
which it might have received liquidated damages, and petitioner lost its right to have 
the payments reduced in the event of a decrease in sales through local option or 
National Prohibition. Nor can it be said that Rainier having assigned an exclusive 
right was thereafter interested more than petitioner in the quality of the alcoholic 
malt beverages manufactured and sold by petitioner under the trade-name “Rainier” 
in the exclusive territory designated. All of these facts are consistent with the idea 
of a sale, but not consistent with the idea of a license. We see no inhibition where 
a corporation owns a trade-name to its assigning a right to use that name in a desig- 
nated territory for a price, and if the right to use is perpetual and exclusive it is 
more consistent with the idea of a sale than a lease, particularly where it is not dis- 
sociated from the business or merchandise with which it has been used. Cf. Green 
v. LeClair, 24 F. 2d 74. In Waterman v. Mackenzie, supra, it is said: 

Whether a transfer of a particular right or interest under a patent is an assignment or 


a license does not depend upon the name by which it calls itself, but upon the legal effect 
of its provisions. 
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In Boesch v. Graff, 133 U.S. 697, there was a provision in the contract of assign- 
ment that under certain circumstances the title to the patent should revert to the 
assignor. The Supreme Court held that the title had already vested but was liable 
to be defeated in the future on the failure of the conditions subsequent. In Rude v. 
Westcott, 130 U. S. 152, there was an assignment with a provision that the net profits 
arising from sales, royalties, settlements, or other source, were to be divided be- 
tween the parties to the assignment so as to give the patentees one-fourth thereof. 
The Court held that this did not limit or modify the absolute transfer of title. Where 
such a provision reserves to the grantor no control over the patents or other use or 
disposal, or any power to interfere with the management of the business growing 
out of their ownership, it is not material. In Littlefield v. Perry, 88 U. S. 205, there 
was an assignment of the patentee’s interest in the patent and a provision voiding the 
assignment upon the failure of the assignee to do certain things. The Court held 
that neither the agreement to account and pay royalties for the clause of forfeiture 
for non-performance reduced the transferees to the position of licensees. 

In the appeal of Dwight & Lloyd Sintering Co., 1 B. T. A. 179, the license agree- 
ments to make and use certain patented machines for refining ores acquired by a 
corporation for stock was intangible property for invested capital purposes. 

In LaBelle Iron Works v. United States, 256 U. S. 377, the laying out of money 
by a concern in acquiring something of permanent use in the business is defined as 
a capital transaction. 

In The Coca-Cola Bottling Co. v. The Coca-Cola Co., 269 F. 796, it was held 
that the right to a trade-mark is a property right which may be sold in connection 
with the good will of the business, since it is a symbol of part or all of the good 
will ; but it cannot be sold wholly dissociated from the business or merchandise with 
which it has been used. In this case there was a contract whereby the manufacturer 
of a syrup for soda fountain drinks granted the exclusive right to bottle and sell 
beverages under its trade-mark within a specified territory to a corporation which 
agreed to establish a bottling plant sufficient to meet demand for the product in the 
territory and to purchase syrup for such drinks from the manufacturer. It was 
held that the contract was a perpetual contract and not a contract at will, and that 
it granted and conveyed property rights in and to a business which the manufac- 
turer had never developed, and that all the provisions of the contract were adapted 
to carry out that intention. 

In Griggs, Cooper & Co. v. Erte Preserving Co., 131 F. 359, the instrument 
recited that F grants, licenses, assigns, and sets over to G and its successors in busi- 
ness the absolute and exclusive use of certain trade-marks in and to certain states, 
such absolute and exclusive use to be held and enjoyed by G for its own use, but 
during such time only as it and its successors shall continue in business ; provided, 
however, that G shall not use any label which shall imitate or conflict in color or 
design with the label used by F ; and provided that the agreement shall not prevent 
F or its successors from using such trade-marks in said states, provided it shall not 
adopt any new label which shall imitate or conflict in color or design with the label 
of G. On these facts the court held that the contract did not give G a mere license 
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but assigned the exclusive ownership and good will in the trade-marks within the 
specified states, merely reserving to F certain permissive rights of personal use. 

In Andrew Jergens Co. v. Woodbury, Inc., 273 F. 952; aff'd, per curiam, 279 
F. 1016, certiorari denied, 260 U. S. 728, it was held that where the owner of a 
trade-mark gave an exclusive license with certain exceptions and the transaction dis- 
closed a purpose to transfer the rights therein, it was not a mere license but in legal 


contemplation constituted an assignment notwithstanding the use of the word “li- 
cense.” 


As we interpret the contract here in question, it was obviously the intention of 
the parties that Rainier grant to petitioner all of the right which it had to use the 
trade-names “Rainier” and “Tacoma” in the manufacture and sale of alcoholic malt 
beverages in the State of Washington and the Territory of Alaska. It was also the 
intention of the parties that this grant was to be exclusive not only as to third parties 


but as to Rainier itself. We know of no reason why one who is the owner of the 
right to use a trade-name may not grant to another its exclusive use in a limited 
territory for all future time upon the payment of a price. Cf. The Coca-Cola Bottl- 
ing Co. v. The Coca-Cola Co., supra. Such a grant, while not disposing of the entire 
property in the grantor, is the equivalent of such disposition within the limited 
territory granted. Clearly such a grant would be a capital transaction and the 
amount paid by the grantee could not be exhausted because it was perpetual. Cf. 
The Coca-Cola Bottling Co., supra; International Textbook Co. v. United States, 
supra; Charles P. Limbert Co., 9 B. T. A. 1390; Andrew Jergens Co., supra. The 
fact that the amount paid by the grantee was an expenditure incident to production 
does not change the situation. 

Finally the petitioner argues that it was not the intention of the parties to change 
the agreement from a royalty basis to a capital transaction by the exercise of the 
option, and that paragraph Thirteenth should not be so construed. We find no 
ambiguity in the contract and the language in paragraph Thirteenth is clear. It 
provides that at any time after five years petitioner “shall have the right and option 
of electing to terminate all royalties thereafter payable hereunder” by executing 
and delivering to Rainier its promissory notes in the principal sum of $1,000,000. 
Obviously, it was intended that after the execution of the notes all royalty payments 
as such should cease. The agreement admits of no other construction. Thereafter 
Rainier must look for payment to the promissory notes and not to the contract. 
The execution and delivery of the notes put an end to the payment of royalties on 
a barrelage basis and was the consideration for the exclusive and perpetual use of 
such rights thereafter. It is our opimion that upon the exercise of the option peti- 
tioner acquired a capital asset for which it paid $1,000,000. This was a capital trans- 
action and the amounts payable thereunder are not deductible from income. The 
action of the respondent is sustained. 

Decision will be entered under Rule 50. 
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RAINIER BREWING COMPANY v. COMMISSIONER OF INTERNAL 
REVENUE 


Tax Court of the United States 


TRADE-MARKS—CERTIORARI AND CERTIFICATE TO SUPREME COURT 

When the Supreme Court declares an act of the legisature to be unconstitutional that act 

never was law and was never binding as law. 
TRADE-M ARKS—T AX ATION 

Promissory noted received in consideration of an exclusive and perpetual right to employ 
trade-marks on beer within a specific area are not ordinary income under Section 22 of the 
Internal Revenue Code but receipts from the sale of capital assets. 

Value of the good will as of March 1, 1913 is used in computing gain or loss on the sale. 
Regardless of the fact that the value fluctuated during prohibition, the marks were used 
during prohibition on near beer and soft drinks and registrations were renewed. 

The value of the marks did not constitute the full content of the good will. No amount 
is allowable for exhaustion during the taxable year unless during that year there is distinction 
to such intangible property. Annual depreciation is not permissible because good will is not 
depreciable. 

Moreover, exhaustion or obsolence of the good will due to the Prohibition Amendment 
are not within intendment of the revenue law. 


Petition by Rainier Brewing Company against Commissioner of Internal Reve- 
nue. Decision for petitioner in part and for respondent in part. 


A. Calder Mackay, Adam Y. Bennion, and Scott H. Dunham and S. Sanford Smith, 
San Francisco, Calif., for petitioner. 

B. H. Neblett for respondent. 

Harron, J.: 


The respondent determined a deficiency in income tax, declared value excess 


profits tax, and excess profits tax for the respective years 1940 and 1941 as follows: 
Year Deficiency 
PN UE a ny ch cnsevan tl eukonteteckss 1940 $235,321.78 
Declared Value Excess Profits Tax ....... 1940 18,617.60 
Bacess Praits Ta6 5s setewee see ees 1940 285,948.74 
1941 26,119.92 


Petitioner contests the determination made by the respondent. Petitioner con- 
tends that $1,000,000 for promissory notes which it received in the taxable year 
1940 did not constitute ordinary income, as respondent has determined. Petitioner 
contends that it received the notes as the consideration for the sale of its trade- 
names, brands and trade-marks in the State of Washington and the Territory of 
Alaska. 

There are four questions to be decided in this proceeding. The first question 
is whether there was a sale of a capital asset. If there was a sale of a capital asset, 
a second question must be determined, namely, the amount of the gain or loss, which, 
in turn, requires our determination of the basis of the capital asset as of March 1, 
1913. Petitioner contends that no gain was realized because it attributes a March 
1, 1913, value to the property involved of more than $1,000,000, the amount of the 
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consideration received in 1940. The third question relates to the adjusted basis of 
the property which was sold. The fourth question is whether any part of the 
$1,000,000 which petitioner received in 1940 is allocable to an agreement not to 
compete which was contained in the contract of April 23, 1935. 

The issue with respect to the excess profits tax for the year 1941 in the amount 
of $26,119.92 has been abandoned by the petitioner so that the deficiency for 1941 is 
$26,119.92. 

The case submitted on the pleadings, certain stipulations, and oral and documen- 
tary evidence submitted at the hearing. 


Findings of Fact 


The petitioner is a corporation organized under the laws of the State of Cali- 
fornia, having its principal office and place of business in the city and county of 
San Francisco, California. The income tax returns for the periods here involved 
were filed with the collector of internal revenue for the first district of California 
at San Francisco, California. 

Petitioner’s predecessor in interest, Seattle Brewing & Malting Co. (sometimes 
hereinafter referred to as Seattle), was incorporated under the laws of the State 
of Washington in 1893. Its principal place of business was in Seattle where it built 
a brewery and manufactured beer, ale and other alcoholic malt beverages for sale 
under the trade-name and brand of “Rainier.” 

In 1903 a new corporation by the name of Seattle Brewing and Malting Co. (also 
referred to hereinafter as Seattle) was organized under the laws of West Virginia. 
This corporation acquired all the assets of the Washington corporation, including 
the trade-name “Rainier,” and operated the business until the end of 1915 when, 
because of statewide prohibition, it stopped the manufacture of beer and ale in the 
State of Washington and began manufacturing these products at San Francisco, 
California, through its wholly owned subsidiary Rainier Brewing Co., a Washing- 
ton corporation, until national prohibition went into effect in 1920. 

In 1925 Seattle Brewing and Malting Co. and its wholly owned subsidiary, 
Rainier Brewing Co., were merged through a non-taxable reorganization into a 
California corporation known as Pacific Products, Inc., which was organized in 
1925 for that purpose. This company acquired all the assets of the two former 
companies, which included the plants in Seattle and San Francisco, together with 
their assets, business, good will, trade-marks, trade-names, and labels. In 1927 
Pacific Products, Inc., acquired by purchase the right to use the trade-name “Ta- 
coma.’ Pacific Products, Inc., operated the business until 1932 when, through a 
non-taxable reorganization, Rainier Brewing Co., Inc., a California corporation 
organized in 1932, acquired all the assets of Pacific Products, Inc., (except certain 
designated assets not used in the conduct of its manufacturing business) including 
the trade-names “Rainier” and “Tacoma.” In 1937 Rainier Brewing Co., Inc., was 
merged into the Pacific Products, Inc., in a non-taxable reorganization, and Pacific 
Products, Inc., as the surviving company, changed its name to Rainier Brewing Co., 
the petitioner herein. 
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Rainier Brewing Co., Inc., carried on the business that had been conducted by its 
predecessor, and with the repeal of prohibition in 1933 resumed the manufacture 
and sale of real beer, ale and other alcoholic malt beverages under the trade-name 
“Rainier.” Such products were manufactured at the plant in San Francisco. The 
plant in Seattle was only used as a warehouse and sales office for distribution of the 
products in the State of Washington. 

In view of the rapid expansion of business following the repeal of prohibition 
the officers of Rainier Brewing Co., hereinafter referred to as petitioner, in about 
the year 1935 considered reopening the Seattle plant as a brewery. About that 
time, however, they were approached by a competing company in the State of Wash- 
ington, known as the Century Brewing Association (hereinafter referred to as 
Century), with a view to acquiring the right to use the trade-names “Rainier” and 
“Tacoma” in the manufacture and sale of beer in the State of Washington and the 
Territory of Alaska and to have the name Seattle Brewing & Malting Co. 

The trade-name “Rainier” had a well established and recognized value by rea- 
son of its use and development and Century was desirous of acquiring the right to 
use it in connection with the manufacture and sale of its own beer. The trade-name 
“Tacoma” was less used and was not so valuable. 

As a result of negotiations a contract was entered into between petitioner and 
Century on April 23, 1935, under which Century purchased certain property and 
equipment located at Seattle, and certain personal property, and secured the right 
to use the trade-names “Rainier” and “Tacoma” in the State of Washington and 
the Territory of Alaska (hereinafter sometimes referred to as Washington) in 
consideration of the payment of certain sums to be determined on a production basis 
or a minimum royalty specified herein. 

The contract of April 23, 1935, after reciting the mutual desire of petitioner to 
sell and Century to purchase petitioner’s Seattle plant and certain personal property 
located in Seattle and the State of Washington, and of Century to secure by royalty 
contract and of petitioner to grant the right to use the trade-names “Rainier” and 
“Tacoma,” within the State of Washington and the Territory of Alaska, and after 
providing in detail for the sale of the physical properties continues with the follow- 
ing provisions : 

Licensing Agreement 


Seventh: Rainier hereby grants to Century the sole and exclusive perpetual right and 
license to manufacture and market beer, ale and other alcoholic malt beverages within the 
State of Washington and the Territory of Alaska under the trade-names and brands of 
“Rainier” and “Tacoma” together with the right to use within said State and Terri- 
tory any and all copyrights, trade-marks, labels, or other advertising media adopted or 
used by Rainier in connection with its beer, ale, or other alcoholic malt beverages. 

Eighth: In consideration of said perpetual right and license, Century agrees to pay to 
Rainier in cash, lawful money of the United States, a royalty amounting to seventy-five 
cents (75c) per barrel (consisting of 31 gallons) for every barrel of beer, ale, or other 
alcoholic malt beverages sold or distributed in the State of Washington and the Territory 
of Alaska under the said trade-names or brands of “Rainier” and “Tacoma” up to a total 
of one hundred twenty-five thousand (125,000) barrels annually, and eighty cents (80c) 
per barrel for all such products distributed within said territory annually in excess of said 
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amount of one hundred twenty-five thousand (125,000) barrels; provided, however, that 
the minimum annual amount to be so paid by Century to Rainier shall be the sum of 
Seventy-five Thousand Dollars ($75,000.00), which said amount is herein termed “mini- 
mum annual royalty.” Said payments shall be made in lawful money of the United States 
as follows: 

* . * * . 


Century further agrees that annually on the Ist day of August of each year, commenc- 
ing with the lst day of August, 1936, it will deliver to Rainier a statement prepared by 
Price, Waterhouse & Co., or other Certified Public Accountants acceptable to Rainier, 
showing the sales of beer, ale and other alcoholic malt beverages under the trade-names or 
brands of “Rainier” and “Tacoma” for the contract year commencing July Ist and ending 
June 30th immediately preceding the date of such statement. 

Rainier shall have the right, at its own cost and expense, to examine the books, records 
and accounts of Century for the purpose of verifying any such statement so submitted to 
determine the accuracy thereof. 

Ninth: Rainier agrees that during the period of time this agreement remains in force, 
it will not manufacture, sell or distribute, within the territory herein described, directly 
or through or by any subsidiary company or instrumentality wholly owned or substantially 
controlled by it, beer, ale, or other alcoholic malt beverages, or directly or indirectly enter 
into competition with Century in said territory. It is understood and agreed, however, 
that Rainier shall have the sole and exclusive right to manufacture, sell, and distribute 
non-alcoholic beverages within said territory under said trade-names or brands of “Rainier” 
and “Tacoma” and any and all other trade-names or brands that it owns and desires to use. 

Rainier agrees that during the period of time this agreement remains in force it will 
maintain in full force and effect Federal registrations of said trade-names or brands, 
“Rainier” and “Tacoma” and will likewise maintain in full force and effect the present 
registration of said trade-names or brands within the State of Washington and Territory 
of Alaska. Should Rainier fail to so maintain its rights under said trade-names or brands, 
then and in that event Century shall have the right to pay any and all amounts necessary 
to so maintain said trade-names or brands for and in the name of Rainier, and shall be en- 
titled to deduct any and all amounts so paid from the royalties then due or thereafter be- 
coming due under this agreement. 

Tenth: Century agrees that any and all beer, ale, or other alcoholic malt beverages 
manufactured by it pursuant to this agreement and marketed under said trade-names and 
brands of “Rainier” and “Tacoma” shall at all times be of a quality at least equal to the 
quality of similar products then manufactured and marketed under said trade-names and 
brands by Rainier; and shall be manufactured under the same formulae used in the manu- 
facture of similar products by Rainier, which formulae Rainier shall make available to 
Century. 

Eleventh: It is understood and agreed by and between the parties hereto that should 
Century at any time be prevented from manufacturing, selling, and distributing beer, ale, 
or other alcoholic malt beverages due to strikes, boycotts, fires, earthquakes or acts of 
God, for periods of time in excess of three (3) months, and as a result thereof Century 
shall fail to earn a sufficient amount from the operation of its entire business to enable it 
to pay the royalty next due and payable under this agreement, then and in that event, the 
time of payment of such royalty shall be deferred for a period of time equal and equiva- 
lent to the period during which such cause shall continue, but in no event beyond a date 
upon which Century has available sufficient funds to pay royalty payments that have ac- 
crued; provided, however, that during any such period when royalty payments shall be so 
deferred, Century shall apply all of its monthly net income derived from the operation 
of its entire business toward the payment of any royalties so due. 

Should the citizens residing in any portion of the territory covered by this agreement 
elect to adopt local prohibition laws prohibiting the manufacture, sale, and distribution of 
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beer, ale, or other alcoholic malt beverages in such community, and should Century, due to 
such laws, be unable to sell and distribute within the territory described in this agreement, 
beer, ale, and other alcoholic malt beverages manufactured under the trade-names and 
brands of “Rainier” and “Tacoma” in a quantity at least equal to fifty-two thousand 
(52,000) barrels annually, then and in that event, the minimum royalty payable hereunder 
shall be reduced during the continuance of the operation of such laws by the percentage 
that the sales of such products under such trade-names and brands of “Rainier” and 
“Tacoma” sold within that particular community bear to the total sales of such products by 
Century under such brands within the entire territory covered hereby, which percentage 
shall be based upon the average sales of such products theretofore made hereunder. 

It is further understood and agreed by and between the parties hereto that should 
Century at any time be prevented from manufacturing, selling and distributing beer, ale, 
or other alcoholic malt beverages under the brands and trade-names of “Rainier” and 
“Tacoma,” in a quantity at least equal to fifty-two thousand (52,000) barrels annually, 
due to governmental action, war regulation, or general prohibitory laws adopted by the 
United States of America or the State of Washington, then and in that event Century 
shall have the option of terminating this agreement or submitting to arbitration, in the 
manner hereinafter provided, the question of adjusting the minimum royalties payable 
hereunder during the continuance of such restriction upon the operation of its business. 
In the event that Century elects to submit the matter to arbitration, it agrees to abide by 
any decision rendered by the arbiters, and to pay the minimum royalties so fixed, in the 
manner and at the times herein provided. Rainier agrees, in the event of such arbitration, 
to accept the royalties so fixed in satisfaction of the obligation of Century for such period. 

Twelfth: Century agrees that upon acquiring title to the real property herein agreed 
to be sold to it by Rainier, it will, in addition to executing the mortgage provided in 
paragraph third hereof, execute and deliver to Rainier such document or documents as 
Rainier shall deem necessary to cause said real property to stand as security for the 
prompt and faithful compliance by Century of all of its obligations under this agreement, 
to the end that should Century default in the performance of its obligations under this 
agreement and should Rainier elect to terminate this agreement, then and in that event, 
title to said real property shall pass to Rainier, free and clear of all liens and encumbrances, 
as and for liquidated damages due to such default. 

Century further agrees that should it sell said property, it will, under written agree- 
ments satisfactory to Rainier, impound the proceeds received from such sale to the ex- 
tent of Two Hundred Fifty Thousand Dollars ($250,000.00), or such sums as shall be 
realized on said sale, which said impounded funds shall thereafter stand as security for 
the prompt and faithful compliance by Century of all of its obligations under this agree- 
ment, and in the event of default, be transferred and delivered to Rainier as and for 
liquidated damages. 

It is understood and agreed by and between the parties hereto that in the event of 
the default of Century hereunder, the termination of this agreement by Rainier, and the 
transfer or delivery to Rainier of said real property, or such impounded proceeds as 
liquidated damages, Rainier shall, in addition thereto, be entitled to recover any and all 
royalties due and payable under this agreement at the time of the termination thereof, 
which said amount Century agrees to pay upon demand. 

Thirteenth: It is understood and agreed by and between the parties hereto that at any 
time after this agreement has been in force for five (5) years, Century shall have the 
right and option of electing to terminate all royalties thereafter payable hereunder by 
notifying Rainier of its election so to do, and by executing and delivering to Rainier the 
promissory notes of Century aggregating in principal amount the sum of One Million 
Dollars ($1,000,000.00) dated, as of the date of the exercise of such option, bearing interest 
from date at the rate of five per cent (5%) per annum, which said promissory notes shall 
be divided into five (5) equal maturities and shall be payable respectively on or before 
one (1), two (2), three (3), four (4), and five (5) years after the dates thereof. 
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Paragraphs Fourteenth to Twenty-fifth were headed “Miscellaneous Provisions.” 
In paragraph Fourteenth Century agreed to purchase from petitioner at prevailing 
market prices all malt required in the manufacture of beer, ale and other alcoholic 
malt beverages under the trade-names and brands of “Rainier” and “Tacoma.” In 
paragraph Fifteenth Century agreed to use its best efforts to increase the sales of 
alcoholic malt beverages within its territory and to expend in advertising amounts 
equal to those expended in advertising all other beverages manufactured and sold 
by it under other brands in Washington. In paragraph Seventeenth petitioner 
agreed to cause the old Seattle Brewing and Malting Company, the West Virginia 
corporation, to change its name to the end that Century might adopt the name 
Seattle Brewing & Malting Company. Paragraph Twenty-second provides that 
if Century should fail to fully and promptly carry out the terms and provisions 
of the agreement or to make payments according thereto after proper notice by peti- 
tioner, such failure should be considered an event of default and petitioner should 
cancel the agreement by written notice to Century, in which event all the rights of 
Century should terminate and liquidated damages as specified in paragraph Twelfth 
would accrue to petitioner. It was further provided in paragraph Twenty-fourth 
that the agreement should be binding upon and inure to the benefit of the parties, 
their respective successors and assigns, provided, however, that no rights of Century 
should be assigned by it without the written consent of petitioner first had and ob- 
tained. 

The contract was carried into execution. In pursuance of paragraph Seventeenth 
of the agreement Century changed its name from Century Brewing Association to 
Seattle Brewing & Malting Company (sometimes hereinafter referred to as either 
Century or the purchaser). Petitioner withdrew from the sale and distribution of 
its alcoholic malt products in Washington. The Seattle plant was deeded by peti- 
tioner to Century and Century conveyed the Seattle plant to a bank as trustee and 
executed its trust indenture with petitioner as beneficiary, all in accordance with the 
terms of the agreement. From time to time thereafter various amendments were 
made to the contract of April 23, 1935, none of which substantially affected the pro- 
visions respecting the use of the trade-names. 

Thereafter Century operated under the licensing agreement until July 1, 1940, 
and royalties paid pursuant thereto were claimed and allowed as deductions for in- 
come tax purposes. During the period from June 30, 1935, to July 1, 1940, Century 
sold alcoholic malt beverages in Washington and the Territory of Alaska under the 
name of “Rainier” in the quantities set out below and paid “royalties” thereon as 
follows: 


Year ending 


June 30 Barrels sold Royalties paid 
SEN -ht4tans owndssiwedeawes 60,171.51 $ 75,000.00 
Se se nkaweessssseveivnae 82,881.50 75,000.00 
SEE Adsivitacneeeernas neue 114,308.16 85,731.12 
We iv caneieldeseendonnuees 112,538.17 84,403.63 
BE ities ciaendatsaweomaiin 131,355.59 98,834.47 


(ustarbhesncemeuel 501,254.93 $418,969.22 
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On July 1, 1940, Century exercised the option granted to it in paragraph Thir- 
teenth of the agreement and executed and delivered to petitioner promissory notes in 
the aggregate amount of $1,000,000, bearing interest at 5 percent and payable on 
five equal maturity dates of one, two, three, four, and five years respectively, 
thereafter. These notes were made payable to petitioner. Note No. 1, in the amount 
of $200,000, was paid on its due date July 1, 1941. Notes Nos. 2 and 3, for $200,- 
000 each, payable on July 1, 1942, and July 1, 1943 respectively, were paid in 1942. 
In consideration for the advance payment petitioner granted to Century, subject to 
all the terms and conditions of the contract of April 23, 1935, the “sole and perpetual 
right and license” to manufacture and market alcoholic malt beverages within the 
State of Idaho under the trade-names and brands “Rainier” and “Tacoma” without 
any payment therefor other than the payment of the remaining promissory notes 
given by Century in settlement of all royalty payments under the agreement of April 
23, 1935. 

In the fall of 1942 Century arranged to pay in advance the notes of July 1, 1944, 
and July 1, 1945, in the principal amount of $200,000 each, together with interest 
thereon less $10,000 of such interest, in consideration of petitioner (1) releasing 
the properties held by the First National Bank of Seattle, as trustee, from the lien 
thereon and directing the conveyance of such property to Century; (2) releasing 
the provisions in the contract of April 23, 1935, for the purchase of malt from peti- 
tioner ; and (3) amending the contract of April 23, 1935, so as to permit the manu- 
facture and sale of beer under the trade-names of “Rainier” and “Tacoma” to any 
plant or plants owned or controlled by Century within the states of Idaho and Wash- 
ington and the Territory of Alaska without the necessity of securing the written 
consent of petitioner in connection therewith. 

Aside from the changes indicated above as consideration for advance payment 
of the notes and accrued interest thereon, no changes were made to the contract of 
April 23, 1935, after the election by petitioner to exercise the right to “terminate 
the payment of all royalties” by the payment of $1,000,000. 

Upon the exercise of the option and the execution and delivery to petitioner of 
its promissory notes aggregating $1,000,000, Century acquired the perpetual and 
exclusive right to manufacture and market beer, ale and other alcoholic malt bev- 
erages within the State of Washington and the Territory of Alaska without any 
further payments and without regard for the amount of alcoholic malt beverages so 
manufactured and sold. 

By the exercise of the option, as provided in paragraph Thirteenth of the con- 
tract, and the payment of the consideration of $1,000,000 Century acquired the ex- 
clusive and perpetual right to manufacture and sell alcoholic malt beverages in the 
designated territory under the trade-names “Rainier” and “Tacoma.” This trans- 
action constituted the sale and acquisition of a capital asset. 

From the time of its organization in 1893 to 1915 the predecessor of petitioner 
had brewery and manufacturing facilities located at Seattle in the State of Wash- 
ington. In the fall elections of November, 1914 this State of Washington 
adopted prohibition, effective January 1, 1916, and in 1915 Seattle, a predeces- 
sor of petitioner, moved its manufacturing business from the State of Washington 
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to the State of California where it built a brewery at San Francisco and removed 
thereto all of the brewing machinery from its Washington plant, except the cold 
storage facilities. Since 1915 the plant in Seattle has never been operated as a 
brewery but has been used for storage of “Rainier” products which were shipped 
from San Francisco for sale in the State of Washington. These products during 
the era of national prohibition consisted of near beer containing one-half of one 
percent alcohol. 

Upon the repeal of prohibition in 1933 petitioner began the sale of “Rainier” beer 
and other alcoholic malt beverages in the State of Washington under the trade-name 
“Rainier,” which it continued until 1935 when it entered into the agreement with 
Century, under which Century acquired the exclusive and perpetual right to manu- 
facture and sell alcoholic malt beverages under the trade-names “Rainier” and “Ta- 
coma” in the State of Washington and the Territory of Alaska, and petitioner agreed 
not to compete with Century in the sale of alcoholic malt beverages under these 
trade-names in the limited territory designated in the agreement. 

From 1908 (and prior thereto) until 1913 a predecessor of petitioner sold alco- 
holic malt beverages under the trade-name “Rainier” in the States of Washington, 
Montana, Nevada, Arizona, California, and Oregon, and also exported beer to the 
Orient, Central America, Honolulu and South America. 

In the State of Washington during the period 1908 to 1913 beer was distributed 
through a licensing system under which the brewery would set up a saloon or ac- 
quire the license to a saloon. These saloons, termed “‘captive saloons,’ would then 
dispense only the beer of the brewery holding the license. In 1913 Seattle, a pred- 
ecessor of petitioner, owned 21 saloons and licensed considerably more. During 
the five-year period ending June 30, 1913, Seattle’s investment in the 21 captive 
saloons averaged $79,347.28. Such investments were included in plant properties, in 
financial statements or balance sheets. 

In 1909 the State of Washington passed a local option law which provided for 
a vote on the liquor question in towns, cities and in the unincorporated portions of 
counties as separate units. In 1910 seventy municipal local option elections were 
held in the state, of which 31 voted dry, abolishing thereby 129 saloons. Of the 38 
counties of the state ten voted under the rural county law during 1910, of which 
number nine voted dry, abolishing thereby from the rural districts of these counties 
forty saloons, making the total number of saloons abolished during 1910 one hun- 
dred and sixty-nine. In 1912 there had been 129 elections held. Eighty-four of 
these elections resulted in dry victories, while 45 resulted in wet victories. As a 
result of these elections 360 saloons were abolished and 71 percent of the area of 
the state was made dry. The unincorporated portions of 19 counties were without 
saloons, four counties were entirely dry, and 71 municipalities, including 15 county 
seats, had no license. In 1913 there had been 220 elections held under the local 
option law. One hundred and forty resulted in dry victories, while only 80 re- 
sulted in wet victories. As a result of these elections 572 saloons had been abolished 
and 87 percent of the area of the state had been made dry. In that year the unin- 
corporated portions of 34 counties were without saloons and six counties were en- 
tirely dry. In 1913 most of the railroads had discontinued the sale of intoxicating 
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liquor and the steamboat companies were rapidly following the example of the 
railroads. At that time the question of state prohibition was a live issue in the 
State of Washington. In 1912 and 1913 over 300 news articles and 33 editorials 
were published on the subject in four of the leading newspapers of the state. Ar- 
ticles on the subject appeared in leading magazines and in the yearbooks of the 
Anti-Saloon League and United States Breweries Association which were available 
to persons desiring such information. 

At March 1, 1913, local option was increasing in the State of Washington and 
there was a definite trend toward state-wide prohibition. The state went dry in the 
election of November 3, 1914. The vote was for prohibition 189,840, against 
171,208. 

During the fiscal year ended June 30, 1913, the management of Seattle, a pred- 
ecessor of petitioner, authorized the expenditure of $128,000 on plant improve- 
ments. Substantial expenditures were made by other breweries about this time. 

The following table shows petitioner’s predecessor’s sales in barrels and the net 
income from sales within and without the State of Washington for the fiscal years 
ending June 30, 1908, through June 30, 1912: 


Washington Outside of Washington Total 
Barrels Net income Barrels Net income Barrels Net income 
162,571 $293,353.00 98,232 $ 77,662.00 260,803 $371,015.00 
161,710 298,387.00 83,480 36,316.00 245,190 334,703.00 
172,612 303,160.00 93,523 38,083.00 266,135 341,243.00 
178,283 326,880.00 111,287 76,263.00 289,570 403,143.00 
171,902 353,603.00 137,909 111,381.00 309,811 464,984.00 
Average ... 169,415 $315,077.00 104,886 $ 67,941.00 274,301 $383,018.00 


Of the total average net income for the five years ending June 30, 1912, 82.25 
percent is allocable to sales within the State of Washington and 17.75 percent is 
allocable to sales in the territory outside of Washington. 

The following table shows the petitioner’s predecessor’s tangible assets invested 
in the brewery business for the fiscal years from June 30, 1907, through June 30, 
1912, including accounts receivable, but excluding bills receivable shown on the 
balance sheets as “investments” : 

June 30 
1907 1908 1909 1910 1911 1912 


Current Assets $ 887,791.19 $ 903,354.68 $ 922,109.77 $ 855,690.85 $ 964,834.57 $1,150,692.53 
Deferred 


Charges . 16,317.23 9925.81 14,852.32 13,596.24 18,301.97 14,854.84 
Fixed Assets— 

a 1,687,211.68 1,835,185.10 1,844,162.75 1,855,896.37 1,905,017.46 1,954,843.94 

Total ... $2,591,320.10 $2,748,465.59 $2,781,124.84 $2,725,183.46 $2,888,154.00 $3,120,391.31 


Less Current 


Liabilities . 496,794.41 409,898.16 314,980.63. 166,690.26 153,237.03 217,363.25 
Net Tangible (am 
Assets $2,094,525.69 $2,338,567.43 $2,466,144.21 $2,558,493.20 $2,734,916.97 $2,903,028.06 


ee tl eee 


Average value of tangible assets during the five years ended June 30, 1912—$2,519,379.74. 
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The bills receivable shown on the balance sheets for the same period were as follows: 


June 30 


1907 1908 1909 1910 1911 1912 
Bills 


Receivable . $ 318,179.07 $ 292,206.10 $ 385,090.78 $ 449,371.14 $ 520,410.32 $ 598,353.75 


In its income tax return for 1940 petitioner computed the value of its good will 
as of March 1, 1913, to be in excess of $1,000,000, which it used as a basis for com- 
puting profit or loss on the transaction in 1940, in which it granted to Century the 
perpetual and exclusive right to use the trade-names “Rainier” and “Tacoma” in 
connection with the manufacture and sale of alcoholic malt beverages in the State 
of Washington and the Territory of Alaska in consideration of promissory notes 
aggregating $1,000,000. In computing the value of good will as of March 1, 1913, 
it used the average value of tangible assets during the five years ended June 30, 
1912, which it determined to be $2,519,379.74 and the average net earnings for the 
same period, $383,018.91. In computing the value of the “trade-names and other 
intangibles” as of March 1, 1913, it allowed 8 percent return on the average value of 
tangible assets, or $201,550.38, and excess earnings of $181,468.53, applicable to 
intangible assets. The amount applicable to intangibles was capitalized at 15 per- 
cent or $1,209,790.20, which it treated as the “estimated March 1, 1913, value of 
trade-names and other intangible assets which were sold by virtue of the grant of a 
perpetual right to the use thereof to the Seattle Malting and Brewing Co. during 
1940.” 

The fair market value, as of March 1, 1913, of the trade-names “Rainier” and 
“Tacoma” apportionable to the State of Washington and the Territory of Alaska 
was $514,142. 

Petitioner’s predecessors filed income tax returns for the years 1918, 1919, and 
1920, but claimed no deduction therein for obsolescence of good will or trade- 
names. In July 1920 Seattle filed a claim for abatement of taxes for the year 1919 
based on a claim for obsolescence of good will. In this claim it computed the value 
of the good will of Seattle as of March 1, 1913 (based on the average invested capi- 
tal for the years 1903 to 1913, inclusive, which was capitalized at 10 percent and 
an average earning for the same period of $81,336.04 which was capitalized at 15 
percent) to be $542,240.27. The Commissioner computed the good will value as 
of March 1, 1913, to be $406,680.20, which was arrived at by using the same figures 
as those used by Seattle, but changing the capitalization rate of good will from 
15 percent to 20 percent. He then allocated the amount of $406,680.20 to the 
following years in the following amounts: 


Year Amount 
$345,061.95 
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Petitioner’s predecessors, Seattle and Rainier, derived tax benefits from such 
allocation as follows: 


Amount 
Year of tax benefit 
Psa hss has aie WE Bac ON Soe EE $ 78,983.92 
on RRR POL POL SERN EE PRN ee Ee mee 59,153.48 
$138,137.40 


In determining the deficiency here in question the respondent treated the $1,- 
000,000 received by petitioner in 1940 as ordinary income and included the entire 
amount in petitioner’s gross income. 


Opinion 


Issue 1. The first issue raised by the pleadings is whether $1,000,000 in notes 
received by petitioner in 1940 in consideration of the exclusive and perpetual right 
to use the trade-names “Rainier” and ‘““Tacoma” in the manufacture and sale of 
alcoholic malt beverages in the State of Washington and the Territory of Alaska, 
was ordinary income and taxable as such. The question turns on whether the sum 
of $1,000,000 is to be regarded as prepaid royalties, or whether it is to be regarded 
as an expenditure in the acquisition of a capital asset. 

The decision of this issue is governed by the decision in Seattle Brewing & 
Malting Co., 6 T. C. No. 111 [69 U. S. P. Q. 266] (promulgated April 29, 1946). 
In that case the issue was whether the taxpayer (the purchaser) was entitled to de- 
duct from its income any portion of the $1,000,000 which on July 1, 1940, it agreed 
to pay to Rainier upon the exercise of the option of electing to terminate all royalties 
payable under the contract of April 23, 1935, under a theory that the $1,000,000 con- 
stituted a payment of royalties. The contract there under consideration was the 
same contract which we have before us here, and the decision of the question de- 
pended upon whether the $1,000,000 was paid in the acquisition of a capital asset or 
whether it was royalties paid under a licensing agreement. The evidence in the in- 
stant case is not materially different from the evidence presented in the Seattle case. 
In that case we said [69 U. S. P. Q. at 277]: 


... We find no ambiguity in the contract and the language in paragraph Thirteenth is 
clear. It provides that at any time after five years petitioner “shall have the right and 
option of electing to terminate all royalties thereafter payable hereunder” by executing 
and delivering to Rainier its promissory notes in the principal sum of $1,000,000. Ob- 
viously, it was intended that after the execution of the notes all royalty payments as such 
should cease. The agreement admits of no other construction. Thereafter Rainier must 
look for payment to the promissory notes and not to the contract. The execution and 
delivery of the notes put an end to the payment of royalties on a barrelage basis and was 
the consideration for the exclusive and perpetual use of such rights thereafter. It is our 


opinion that upon the exercise of the option petitioner acquired a capital asset for which 
it paid $1,000,000. ... 


Upon the authority of Seattle Brewing & Malting Company, supra, we hold that 
the transaction here in question was a capital transaction and the sum received by 
petitioner for the exclusive and perpetual right to use the trade-names in the manu- 
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facture and sale of alcoholic malt beverages within the limited territory was not 
ordinary income within the purview of section 22 of the Internal Revenue Code. 

Issue 2. Since the sum which petitioner received from Century on July 1, 1940, 
did not constitute ordinary income but represented a payment for a capital asset, a 
question arises whether or not petitioner realized any gain from the transaction as 
it was carried out by Century. It is the contention of the petitioner that the entire 
face amount of the notes received in 1940 upon the exercise of the option consti- 
tutes proceeds from a sale, and that it is entitled to use as its basis, for the com- 
putation of gain or loss on the transaction, the March 1, 1913, value of the trade- 
names, and that such value was in excess of the $1,000,000 received. Petitioner 
concedes, however, that in computing the adjusted basis for such property there 
should be deducted the sum of $138,137.40, which is that portion of the total amount 
of $406,680.20 “allowed” by respondent as a deduction for obsolescence of good 
will to petitioner’s predecessor in the years 1918 to 1920, inclusive, which repre- 
sented a tax benefit to petitioner’s predecessor. 

The respondent, on the other hand, contends that petitioner is not entitled to use 
the March 1, 1913, value, if any, as the basis for the trade-names and good will 
since such property was wholly destroyed by the advent of national prohibition in 
1920, and since petitioner has not shown any cost allocable to trade-names incurred 
since that date the new basis for the revived trade-name must be considered to be 
zero. He further challenges the value of the trade-name contended for by the 
petitioner and in the alternative, contends that the agreement not to compete can- 
not be regarded as part of the trade-names or good will transferred; that at least 
one-half of the $1,000,000 in option notes constituted compensation to petitioner 
for its agreement not to compete in the beer business in the Washington area, and 
was, therefore, ordinary income to petitioner, and that, accordingly, the amount 
received as proceeds from the sale cannot be in excess of $500,000. He further con- 
tends, in the alternative, that there must be deducted from the March 1, 1913, value, 
in order to find an adjusted basis, the entire sum of $406,680.20, which was “‘allowed”’ 
as obsolescence on petitioner’s predecessor for the years 1918 to 1920, inclusive. 

The respondent’s contention that petitioner is not entitled to use the March 1, 
1913, value, if any, as the basis for the trade-names and good will disposed of in 
1940, because such property was wholly destroyed by the advent of national prohibi- 
tion, does not find support in the record. There is no evidence whatever in the 
record that the trade-name “Rainier” became worthless as a result of prohibition. 
Indeed the record conclusively establishes the contrary. The trade-name was never 
abandoned during prohibition, but was used in the sale of near beer and soft drinks 
under such labels as “Rainier,” “Rainier Lager,” “Rainier Old German Lager,” and 
“Rainier Malt Tonic’ throughout the period of state prohibition in Washington and 
national prohibition thereafter. Moreover, the registration of its trade-names in 
the United States Patent Office and in the State of Washingon was kept alive from 
1898 down to the present time, having been renewed from time to time during this 
period. Upon the repeal of prohibition after 1932 “Rainier” beer was again put on 
the market by petitioner. Although it is obvious that the value attaching to the 
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trade-name “Rainier” and the good will of petitioner’s predecessor corporations 
fluctuated very materially during the period from 1915 to 1933, it nevertheless does 
not follow that Rainier lost the use of its 1913 basis. The good will survived and 
it is immaterial that its value revived after prohibition. It has never been supposed 
that the fluctuation of value of property would destroy the taxpayer’s basis. In fact, 
if a deduction has been taken for worthlessness, such deduction will deprive a tax- 
payer of its basis only to the extent that it results in a tax benefit. Cf. Estate of 
James N. Collins, 46 B. T. A. 765; aff’d, 320 U. S. 489, and John V. Dobson, 46 
B. T. A. 770; aff'd, 320 U. S. 489. We are of the opinion that the petitioner’s basis 
for determining gain or loss upon the sale of its trade-names and good will in 1940 
is the fair market value of such property as of March 1, 1913, adjusted under sec- 
tion 113(b) (1) (B) of the Internal Revenue Code. 

In the instant case it is apparent that the good will value to be applied against 
the amount received for the trade-names in 1940 is the value of the trade-names as 
of March 1, 1913, so the value to be placed thereon is what a willing buyer, with a 
full knowledge of the facts, would pay and a willing seller, not acting under any 
compulsion to sell would accept for such property. In the computations by the 
petitioner’s expert witnesses there has been no allowance for the value of good will, 
as such, separate and apart from the trade-names used in the business. The peti- 
tioner insists that the good will as mathematically computed under an approved 
formula represents the value of the trade-names. Good will is an intangible and 
just what goes into the caldron to make up the sum of its ingredients is sometimes 
difficult to determine, but it would seem clear that the value of the trade-names was 
not the full content of good will value attached to the business of petitioner’s pred- 
ecessors as of March 1, 1913. In determining the value of the trade-names, we 
have taken into consideration all of the evidence in the record, including the stipu- 
lations of the parties, the opinions of the expert witnesses, and the methods used 
by them in arriving at their estimated values of the good will as of March 1, 1913. 
We have also considered the fact that the total value of good will included other 
elements besides the value of the trade-names, and that there was a pronounced 
trend toward prohibition in the State of Washington, where 82 percent of the in- 
come from sales of petitioner’s products was realized. Moreover, we have assumed 
a buyer, conversant with all these facts. In our judgment the value of the trade- 
names here in question as of March 1, 1913, was $514,142 and we have so found as 
a fact. 

In C. C. Wyman & Co., 8 B. T. A. 408, we said that good will is not necessarily 
confined toa name. It may as well attach to a particular location where the business 
is transacted, or to a list of customers, or to other elements of value in the business 
as a going concern. In /thaca Trust Co. v. United States, 279 U. S. 151, Justice 
Holmes said that the value of the thing to be taxed must be estimated as of the time 
when the act is done, “but the value of property at a given time depends upon the 
relative intensity of the social desire for it at that time, expressed in the money 
that it would bring in the market.” Obviously “relative intensity of the social de- 
sire” for the trade-names “Rainier” and “Tacoma” at March 1, 1913, would have 





| 











RAINIER BREWING v. COMM. INT. REV. 243 





been tempered by all of the hazards incident to the business and the future prospects 
of gain then apparent from the use of such trade-names. 

Issue 3. The above holding brings us to the third question relating to the ad- 
justed basis to be used for determining gain or loss from the transaction in 1940, 
wherein the petitioner granted and the purchaser, Century, acquired an exclusive 
and perpetual right to use the trade-names “Rainier” and “Tacoma” in the manu- 
facture and sale of alcoholic malt beverages in the State of Washington and the 
Territory of Alaska for $1,000,000. The applicable provision of the statute is set 
out in the margin.’ 

It appears from the record that petitioner’s predecessors filed income tax returns 
for the years 1918, 1919 and 1920 but claimed no deduction therein for obsolescence 
of good will or trade-names. In July 1920 Seattle, a predecessor, filed a claim for 
abatement of taxes for the year 1919 based on a claim for obsolescence of good will 
due to prohibition legislation. The Commissioner computed the good will value as 
of March 1, 1913, to be $406,680.20. Of this amount $345,061.95 was allocated 
to the year 1918, $59,153.48 to the year 1919, and $2,464.77 to the year 1920. It 
is stipulated that petitioner’s predecessors derived tax benefits from such allocation 
in the amounts of $78,983.92 for the year 1918 and $59,153.48 for the year 1919, 
making a total of $138,137.40. The respondent now argues that $406,680.20 was 
“allowed” for obsolescence of good will and that this amount must be deducted from 
the March 1, 1913, value as determined here in computing the adjusted basis under 
section 113(b) (1) (B) of the Internal Revenue Code. The respondent relies on 
Virginian Hotel Corporation of Lynchburg v. Helvering, 319 U. S. 523, rehearing 
denied, 320 U. S. 810, and Commissioner v. Kennedy Laundry Co., 133 F 2d 660; 
certiorari denied, 319 U. S. 770; rehearing denied, 320 U. S. 810. It is the peti- 
tioner’s position that because no claim was made by its predecessors for obsolescence 
for the years 1918 and 1920 the amount allocated to those years by the Commis- 
sioner, as to which no tax benefit was realized, has not been “allowed” within the 
meaning of section 113(b) (1) (B) or within the decision of the Supreme Court 
in the Virginian Hotel Corporation case. It argues that no amount was “allow- 


1. Internal Revenue Code: 

Sec. 113. Adjusted Basis for Determining Gain or Loss. 

(a) Basis (Unadjusted) of Property——The basis of property shall be the cost of such prop- 
erty; except that— 


- * « ~ * 


(14) Property Acquired Before March 1, 1913.—In the case of property acquired be- 
fore March 1, 1913, if the basis otherwise determined under this subsection, adjusted (for 
the period prior to March 1, 1913) as provided in subsection (b), is less than the fair 
market value of the property as of March 1, 1913, then the basis for determining gain shall 
be such fair market value. . . 

(b) Adjusted Basis —The adjusted basis for determining the gain or loss from the sale 
or other disposition of property, whenever acquired, shall be the basis determined under sub- 
section (a), adjusted as hereinafter provided. 

(1) General Rule-—Proper adjustment in respect of the property shall in all cases be 


made— 
« . * oo * 


(B) in respect of any period since February 28, 1913, for exhaustion, wear and 
tear, obsolescence . . . to the extent allowed (but not less than the amount allowable) 
under this chapter or prior income tax laws... . 
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able” for obsolescence of good will due to prohibition within the decision of the 
Supreme Court in Clarke v. Haberle Crystal Springs Brewing Co., 280 U. S. 384, 
and, therefore, the amount of obsolescence “‘allowed’’ must be limited to the amount 
as to which a tax benefit was realized. 

The Virginian Hotel case, supra, dealt solely with tangible assets. It is appar- 
ent from a perusal of the decision and the dissents thereto that the purpose of the 
statute was to limit depreciation to the taxable year in which it occurred and not 
permit the taxpayer to accumulate and apply it in a subsequent year when it would 
better suit his purpose. The Court pointed out that the provision in the statute makes 
it plain that the depreciation basis is reduced by the amount allowable each year, 
whether or not claimed, and that the basis must be reduced by that amount even 
though no tax benefit results from the use of depreciation as a deduction. ‘Wear 
and tear do not wait on net income.” This situation can only arise in the cases 
dealing with depreciable property. In the opinion the Court said: 


. “Allowed” connotes a grant. Under our federal tax system there is no machinery 
for formal allowances of deductions from gross income. Deductions stand if the Com- 
missioner takes no steps to challenge them. Income tax returns entail numerous deduc- 
tions. If the deductions are not challenged, they certainly are “allowed” since tax liability 
is then determined on the basis of the returns. Apart from contested cases, that is in- 
deed the only way in which deductions are “allowed.” 


Annual depreciation in the case of good will is not permissible because from 
the very nature of the asset it is not depreciable. Annual depreciation can only 
arise in cases dealing with depreciable property. Where, as in the case here, we 
have non-depreciable property the same situation does not obtain. A trade-name 
is built up over the years and in the normal course of events is appreciated rather 
than depreciated so that there is no amount allowable for exhaustion during a taxa- 
ble year unless during that year there is a destruction of such intangible property. 
The Virginian Hotel case, supra, is, therefore, not controlling here. It is distinguish- 
able on its facts and the rationale of that decision is not applicable here. The same 
may be said of Commission v. Kennedy Laundry Co., supra, also relied upon by 
the respondent. 

A more serious objection to the respondent’s claim, however, is the fact that the 
Supreme Court in Clarke v. Haberle Crystal Springs Brewing Co., supra, held that 
exhaustion or obsolescence of good will due to the prohibition amendment was not 
within the intendment of the statute. In the opinion Mr. Justice Holmes, speaking 
for the court said: 


... It seems to us plain without help from Mugler v. Kansas, 123 U. S. 623, 8 S. Ct. 
273, 31 L. Ed. 205, that when a business is extinguished as noxious under the Constitution 
the owners cannot demand compensation from the Government, or a partial compensation 
in the form of an abatement of taxes otherwise due. It seems to us no less plain that Con- 
gress cannot be taken to have intended such a partial compensation to be provided for by 
the words “exhaustion” or “obsolescence.” Neither word is apt to describe termination 
by law as an evil of a business otherwise flourishing, and neither becomes more applicable 
because the death is lingering rather than instantaneous. 


It is well settled that when the Supreme Court declares an act of the legislature 
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to be unconstitutional that such an act never was law and was never binding as law. 
By the same token, where the Supreme Court has declared that the words “ex- 
haustion” and “obsolescence” as used in the revenue laws do not include a loss of 
good will due to the prohibition amendment the interpretation of the revenue laws 
must be to the effect that such a deduction was never granted by Congress. Since 
such deduction was never allowable under the revenue laws, it is difficult to see how 
the Commissioner by “allowing” a deduction which was never claimed can bind the 
taxpayer by such deduction as “allowed” within the meaning of the revenue act. 
In other words, a deduction “allowed,” but not claimed or actually taken, can hardly 
be said to be “allowed” where there was not basis in the statute for such an allow- 
ance. Certainly exhaustion and obsolescence cannot be said to be allowed in the 
sense that those terms are used and understood by the Supreme Court in the Vir- 
ginian Hotel case, supra, when applied to nondepreciable intangible assets. See also 
Renziehausen v. Lucas, 280 U. S. 387. We hold, therefore, that for the purpose 
of computing the adjusted basis, the fair market value of the trade-names as of 
March 1, 1913, can only be reduced by such amount as petitioner’s predecessors re- 
ceived tax benefits therefrom, the amount of $138,137.40. 

Issue 4. The fourth and last question is whether any part of the $1,000,000 re- 
ceived by petitioner in 1940 should be allocated to petitioner’s agreement not to com- 
pete which is set out in paragraph Ninth of the contract of April 23, 1935. The 
petitioner contends that such agreement was incidental to the grant by it of an ex- 
clusive and perpetual right to use the trade-names, and that the agreement had no 
value separate and apart from the trade-names or good will. The respondent con- 


tends that at least $500,000 of the $1,000,000 paid on the exercise of the option 
agreement must be considered as an amount paid for the agreement not to compete. 

In determining the deficiency, the respondent treated the $1,000,000 which peti- 
tioner received in 1940 as ordinary income under the royalty contract, and neither in 
the deficiency notice* nor in the pleadings* is any value assigned by the respondent 
to the agreement not to compete, and no mention is made of it. Without any ques- 
tion, it is well settled that any amount received for an agreement not to compete 


2. “(a) In the taxable year you received a payment of $1,000,000.00 from the Century 
Brewing Association under a contract executed in 1935 whereby you granted to Century Brew- 
ing Company a license to use trade-names, held by you, in connection with the marketing of beer, 
ale, and other alcoholic liquors made from malt, in the State of Washington and the Territory 
of Alaska. No income from such payment was reported in your return for 1940. You con- 
tend that the receipt of $1,000,000.00 represented the proceeds of a sale by you of good will and 
an interest in the trade-names; that such good will and trade-names have a basis, represented 
by the market value at March 1, 1913, in excess of the proceeds; that hence no deductible loss 
was allowable and no taxable gain was reportable. It is held that the contract executed in 1935 
did not effect a sale of trade names or good will; that the payment of $1,000,000.00 received 
by you in 1940 was ordinary income taxable in full without any offset for the claimed basis. 

It is further held that since the transaction did not constitute a sale, the income realized 
in 1940 may not be excluded from excess profits net income under section 721 of the Internal 
Revenue Code.” 

3. Paragraph 5(k) of the petition alleges: “During the year 1940 Century exercised the 
option granted to it by said contract and delivered to petitioner promissory notes in the princi- 
pal amount of $1,000,000.00, as a lump sum payment for the exclusive and perpetual right and 
license thereafter to manufacture and market beer, ale and other alcoholic malt beverages within 
the State of Washington and the Territory of Alaska under the trade-names and brands of 
‘Rainier’ and ‘Tacoma.’” This allegation was admitted by the respondent in his answer. 
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would be taxable as ordinary income. Estate of Mildred K. Hyde, 42 B. T. A. 738; 
John D. Beals, et al., 31 B. T. A. 966 aff'd, 82 F. 2d 268; Christensen Machine Co., 
18 B. T. A. 256; Christensen Machine Co. v. United States (Ct. Cls.) 50 F. 2d 282. 
There is, however, no direct evidence in the record as to the value of the agreement 
not to compete, nor does it appear that Century would not have purchased the ex- 
clusive right to the trade-names without the agreement not to compete. Certainly 
there is nothing in the record to indicate that such agreement not to compete was 
worth $500,000. 

It is obvious that in 1935, when the contract between petitioner and Century was 
entered into, an agreement not to compete had a substantial value, and it cannot be 
said that paragraph Ninth of the contract was mere words. It was perfectly possible 
for petitioner to sell the exclusive and perpetual right to use its trade-names in the 
limited territory without any agreement not to compete, and it is conceivable that 
in that situation it might have continued selling beer in the territory under another 
trade-name. Undoubtedly such competition, backed by petitioner’s advertising and 
sales organization and by the good will attached to its corporate name, would have 
some effect upon the sale of beer by Century under the trade-name “Rainier.” 
Moreover, there was obviously a nuisance value attaching to the right to compete 
which the purchaser of the trade-name would want to eliminate, but any competi- 
tion would be seriously narrowed by the equity rule, which was followed in the 
State of Washington, that the sale of the good will of a business carries with it an 
implied covenant by the seller that he will not solicit the custom for which the pur- 
chaser paid, and with which he parted, for the consideration received. So, while the 
petitioner, in the absence of an agreement not to compete, might have been at lib- 
erty to engage in a similar business in the same locality in his own name, it is very 
doubtful whether he could have sold the same beer under another name and ad- 
vertised the fact without being enjoined by the purchaser of his trade-names. In 
J. L. Cooper & Co. v. Anchor Securities Co., et al. (Supreme Court of Washington 
1941), 113 P. 2d 845, suit was brought to restrain Anchor Securities Co. and its 
officers from directly soliciting insurance business from defendant’s former cus- 
tomers after a sale of the business and good will to the plaintiff. In its opinion, 
holding that an injunction should issue, the Court said: 


In the absence of express or implied conditions in the contract of sale of a business to- 
gether with the good will thereof to the contrary the vendor is at liberty to set up a 
similar business in the same locality and carry it on in his own name. Annotations 11 
Ann. Cas. 573 et seq.; 19 L. R. A., N. S., 762 et seq.; 82 A. L. R. 1030 et seq. However, 
the sale of good will of a business carries with it, even in the absence of a restrictive 
covenant, the implied obligation that the seller will not solicit his old customers or do 
any act that would interfere with the vendee’s use and enjoyment of that which he had 
purchased. 


Upon the advent of prohibition in Washington petitioner built a brewery in 
California and thereafter manufactured beer in that state. Having resumed the 
sale of beer in the State of Washington after the repeal of prohibition in 1933, 
it had undoubtedly built up an advertising and sales organization for that state. 
When the contract of April 23, 1935, was entered into it owned the old brewery 
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property at Seattle, which it used for offices and as a cold storage plant and ware- 
house. But under the contract the old brewery property was sold to Century and 
petitioner discontinued its beer business in the State of Washington. This situa- 
tion continued during the five-year period from 1935 to 1940, during which time 
its transactions with Century were on a royalty basis, so that in 1940 when peti- 
tioner sold the exclusive and perpetual right to use its trade-names and brands in 
connection with the manufacture and sale of alcoholic malt beverages it was not en- 
gaged in any business of selling alcoholic malt beverages in the State of Washing- 
ton. During this five-year period, from 1935 to 1940, Century had built up its sales 
of “Rainier” beer through advertising and its own sales organization from 60,000 
barrels sold in 1936 to 131,000 barrels sold in 1940, so that the agreement by peti- 
tioner not to compete had little, if any, value in 1940. In the opinion of the Board 
of Tax Appeals in Christensen Machine Co., supra, it was said, in discussing an 
agreement not to compete for a period of five years: 

It [the purchaser] thus obtained the right to conduct its business free from 
Christensen’s competition during a period when it was not in a strong position. This 
was a valuable asset in the hands of the petitioner, the benefits of which would continue 
over a period which would not necessarily be coextensive with the five-year period pro- 
vided in the agreement. To illustrate, the petitioner in two years’ time might have so 
strengthened its position that Christensen’s competition could not affect it, or in the five 
years it might have so strengthened its position that as a consequence for one or more 
years thereafter Christensen’s competition would be less severe than it otherwise would 
have been. The fact remains, however, that as each year passed, the time was that much 


nearer when the benefits derived from the contract would be completely exhausted. (Italics 
supplied. ) 


It must be borne in mind that the sale here in question was made in 1940 and 
not in 1935. In our judgment, considering all of the facts and the legal restrictions 
under which petitioner would have had to compete had it chosen to do so, we are 
of the opinion that any value which the agreement not to compete had in 1935 had 
been exhausted when, in 1940, Century elected to exercise the option and purchase 
the exclusive and perpetual right to use the trade-names in its business. 

We hold, therefore, that no part of the $1,000,000 received by petitioner for the 
exclusive and perpetual right to use its trade-names in the State of Washington and 


the Territory of Alaska was received in payment for its agreement not to compete 
with the purchaser in that territory. 
Decision will be entered under Rule 50. 
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EX PARTE THE MAGI COMPANY 
Commissioner of Patents 


June 4, 1946 


TRADE-MARKS—PLEADING AND PRACTICE 
Pursuant to Commissioner’s Order No. 3181,403 O. G. 511, certified copies of articles of 
incorporation of corporations are recorded for search purposes. However firm name of in- 

dividuals is not entitled to recordation. 


Petition from Examiner of Trade-Marks. 

Application of Rex Taylor and Jessie Kinyon Taylor, doing business as partners, 
for recording the firm name of The Magi Company. From decision refusing rec- 
ordation, applicants petition. Petition denied. 


Morgan, Finnegan & Durham, New York, N. Y., for petitioners. 


FRAZER, F. A. C.: 


This is a petition that the Examiner of Trade-Marks be instructed to record, for 
search purposes, the firm name of two individuals who are doing business as “The 
Magi Company.” 

Pursuant to Commissioner’s Order No. 3181, 403 O.G. 51, certified copies of the 
articles of incorporation of corporations are so recorded; and it is pointed out in 
the petition that the statute prohibits indiscriminately the registration as trade- 
marks of corporate names and the names of firms. But the statute makes no pro- 
vision for the recording of either, and there are sound reasons why the practice 
should not be extended. 

A corporation is a legal entity, chartered by the State for a term certain and 
for specific purposes. Its dissolution is a matter of public record, easily ascertain- 
able by the Patent Office and by trade-mark users. A firm on the other hand, may 
or may not be required or permitted officially to file its partnership agreement ; or 
may, in fact, not even have one. As in the instant case, the nature of its business 
may not be apparent from the papers sought to be recorded. And when or whether 
it ceases to exist might be very difficult to prove. As suggested by the Examiner 
of Trade-Marks, there would be “no uniform procedure readily available to appli- 
cants or to this office for checking the accuracy of the record or eliminating those 
no longer entitled to consideration in determining questions of registrability.” 

The statute affords an adequate remedy to firms whose names are adopted as 


trade-marks. They may either oppose registration under section 6 of the Act, or 
apply for cancelation under section 13. 
The petition is denied. 
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PART II 


LUSTA-FOAME COMPANY v. WM. FILENE’S SONS COMPANY, ET AL. 
District Court, District of Massachusetts 
June 26, 1946 


TRADE-M ARKS—DESCRIPTIVE 
No valid trade-mark can be acquired either at Common Law or under the 1905 Act for 
merely descriptive words. No one may appropriate exclusively for his own goods words which 
are descriptive of a product or a quality or characteristic thereof. 
TRADE-M ARKS—DESCRIPTIVE 


“Lusta” as a phonetic spelling is a descriptive word, and standing alone should not have 
trade protection. Nevertheless it may be a component part of a valid trade-mark and in such 
case protection is not accorded to the elements individually but to the combination. 

TRADE-MarRKS—NoT CONFUSINGLY SIMILAR 


“Lustre-Creme” with foam or bubbles does not infringe “Lusta-Foame” running along 
two sides of isosceles triangle within which are soap bubbles or foam. “Lusta” being de- 
scriptive. 

Action by Lusta-Foame Company against Wm. Filene’s Sons Company and 
Harry G. Daumit and Catherine Daumit, co-partners doing business as Kay Daumit, 
for trade-mark infringement and unfair competition. Complaint dismissed. 


Joseph V. Carroll and Robert L. Thompson, both of Boston, Mass., for plaintiff. 
Hector M. Holmes, Boston, Mass., for defendants. 


SWEENEY, D. J.: 


This is an action for trade-mark infringement and unfair competition with a 
prayer for an injunction and an accounting of profits. This court has jurisdiction 
of the infringement action under 28 U. S. C. A. 41 (7) and 15 U. S.C. A. 97. As 
an incident thereto this court has jurisdiction to decide the claim of unfair competi- 
tion. Hurnv. Oursler, 289 U.S. 238 [17 U.S. P. Q. 195] ; Armstrong Co. v. Nu- 
Enamel Corp., 305 U. S. 315 [39 U. S. P. Q. 402]. 


Findings of Fact 


Plaintiff is a partnership composed of Sylvia Tobin and Dorothy Phillips, doing 
business in Boston, Massachusetts, under the name of the Lusta-Foame Company. 
Defendants are Wm. Filene’s Sons Co. of Boston, and Harry G. Daumit and Cath- 
erine Daumit, a partnership engaged in the business of making and distributing 
cosmetics under the name of Kay Daumit, located in Chicago, Illinois, and Kay 
Daumit, Inc., an Illinois corporation which succeeded to the business of the Daumit 
partnership in February, 1946. Kay Daumit was the maker and distributor, while 
Filene’s was the retail seller of the products complained of here. Kay Daumit, the 
partnership, has submitted to the jurisdiction of this court and has actively de- 
fended the suit. Kay Daumit, Inc., has been made a party defendant by stipulation. 
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The plaintiff company in January, 1941, began the distribution of a lanolin 
shampoo and a lanolin scalp compound under a trade-mark consisting of the words 
“Lusta-Foame” running along the two sides of an isosceles triangle within which 
there is a representation of soap bubbles or foam. Originally a beige label was used, 
but a black label was later adopted. In February, 1944, a blue label was placed on a 
lanolin shampoo adapted for use by children. This label also carried the words 
“Lusta-Foame” and, in addition, the words “Junior Shampoo.” In September, 1944, 
the use of the mark was extended to the hair dressing. 

Most of plaintiff's sales have been made to department stores where these prod- 
ucts are sold to the purchasing public at the hair goods counter. Before the de- 
fendants’ entry into the field, plaintiff’s products were carried in large department 
stores in Maine, New Hampshire, Massachusetts, Connecticut, Rhode Island, New 
York, Pennsylvania and the District of Columbia. Plaintiff had run one advertise- 
ment in the Christian Science Monitor which had national circulation. As a result 
of this advertisement mail orders were received from customers in some fifteen 
states. However, the bulk of its sales have been to retail stores in New England, 
New York, Pennsylvania, and the District of Columbia, where the products are re- 
sold to the purchasing public. 

Plaintiff has used several forms of advertising in addition to the one national 
effort. It has prepared cuts for newspaper advertisements featuring its products 
and run by retail stores with costs shared. It has also furnished radio script on some 
three occasions for radio advertising by retail stores, and has paid part of the cost 
of such advertising. The third form of advertising consists of personal appearances 
and demonstrations made by Miss Phillips and Mrs. Tobin in retail stores. Dur- 
ing such appearances a part of the retail stores is set aside and, behind a display of 
“Lusta-Foame” products and a sign reading “Lusta-Foame Hair Preparations,” 
Miss Phillips and Mrs. Tobin demonstrate and explain the use of the products. Re- 
ceipts from sales of the products go to the retail store. In some retail stores, in- 
stead of making such a demonstration, Miss Phillips and Mrs. Tobin go on duty be- 
hind the regular hair goods counter with the regular salesgirl and wait on all cus- 
tomers. Plaintiff has spent on radio and newspaper advertising some $5,636.63 up 
to March 31, 1946. For the same period plaintiff spent $17,116.04 in connection 
with lectures, demonstrations and selling in retail stores. Plaintiff’s net sales have 
grown from $7,236.66 in 1941 to $19,525.64 in 1945, with $7,704.50 attributable to 
the first three months of 1946. 

Plaintiff has no plant investment and its products are manufactured under a con- 
tract with a cosmetic manufacturer. 

Defendant Kay Daumit began selling its “Lustre-Creme’” shampoo in March, 
1944. This shampoo was in the form of a cream and was packaged in a blue jar 
with representations of foam or bubbles in white. The designation ““Lustre-Creme” 
appears prominently on the side and top of the jar. There is an indication on de- 
fendants’ products, as on the plaintiff’s, that they contain lanolin. The packaging 
and dress of the plaintiff’s and defendants’ goods is dissimilar. Defendants’ sales 
of “Lustre-Creme” shampoo have risen from $127,044.37 in 1944 to $579,098.24 
for January-March 15, 1946. New England sales have ranged from $14.40 in 
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April, 1944, to $3,285.84 in March, 1946. Advertising expenditures, both national 
and cooperative amounting to $43,492.26 in 1944 and $192,555.81 in 1945. De- 
fendants do a substantial amount of national magazine advertising which plaintiff 
does not do. 

Both plaintiff’s and defendants’ products are sold in department stores at the 
hair goods counter. Defendants’ products are sold also in drug stores. 

In January, 1945, plaintiff notified defendants of infringement of its registered 
trade-mark and, when defendants refused to discontinue the use of the trade-mark 
“Lustre-Creme,” this suit was filed in July, 1945. I find that when defendants 
adopted the trade-mark “Lustre-Creme” they had no knowledge or notice of the 
prior use of the trade-mark “‘Lustre-Foame” by the plaintiff. 

There is some confusion and likelihood of confusion between the products of 
the plaintiff and the defendants. There is no similarity of appearance between the 
two products but there is almost an identity in the pronunciation of the key words 
in the two trade-marks. “Lusta,” “Lustre,” and “Luster” all sound alike when 
spoken aloud. Defendants adopted their designation in ignorance of plaintiff's 
trade-mark. Both products, however, fall into the same class, and are distributed 
through the same general retail outlets. 

The evidence before me indicates that both products are called for in an inac- 
curate manner by the purchasing public. Plaintiff’s shampoo is called for as ‘“Lus- 
ter Shampoo,” “Luster Something Shampoo,” “Luster Foam Shampoo.” De- 
fendants’ shampoo is called for as “Luster Shampoo,” “Luster Something Sham- 
poo,” “Luster Cream Shampoo,” etc. Only 25% of the purchasing public call for 
the products by their correct names. The remaining 75% use some corruption of the 
product name. 

When a customer is shown both products together, selection is readily made. 
However, there is confusion in source since salesgirls have represented that defend- 
ants’ product is made by the plaintiff, and purchases have been made on that basis. 
Orders have come to the plaintiff for defendants’ shampoo on the mistaken impres- 
sion that this is its source. Where “Lusta-Foame Shampoo” is called for in a store 
selling only “Lustre-Creme Shampoo” sales of “Lustre-Creme Shampoo” have been 
made without comment, or with the representation that both products are made 
by the same people. On calls for ““Luster-Shampoo” sales have been made of “‘Lus- 
tre-Creme Shampoo” without comment. 

The word “luster” in some form or other has had wide use in a trade-mark sense 
for cosmetic and toilet preparations. It is quite clear that the word “Lusta” was 
adopted by plaintiff as a corruption of “luster.” 

The rule is well established that no valid trade-mark can be acquired either at 
common law or under the 1905 Act for merely descriptive words. No one may 
appropriate exclusively for his own goods words which are descriptive of a product, 
or a quality or characteristic thereof. Standard Paint Co. v. Trinidad Asphalt Mfg. 
Co., 220 U. S. 446, 453 ; Warner & Co. v. Lilly & Co., 265 U. S. 526. 

Plaintiff contends, however, that ““Lusta” is at most suggestive, and not descrip- 
tive, and hence is not invalid in itself for use as a trade-mark. The line of demarca- 
tion between descriptive and suggestive marks is vague and uncertain. However, 
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I believe that “Lusta” as a phonetic spelling is a descriptive word, and standing alone 
should not have trade-mark protection. American Law Institute Restatement of 
Torts, § 721, Comment a. 

While “Lusta” alone cannot be a valid trade-mark, it may nevertheless be a com- 
ponent part of a valid trade-mark. In such case protection is not accorded to the 
elements individually, but to the combination. Mishawaka R. & W. Mfg. Co. v. 
Panther-Panco Rub. Co., 153 F. 2d 662 [68 U. S. P. Q. 232]. In the present case 
trade-mark protection is extended only to the combination of elements consisting of 
the arrangements of words about a triangle within which are representations of 
bubbles or foam. With plaintiff’s rights thus limited, there has been no infringe- 
ment by the defendants. 

The count in unfair competition also fails. Plaintiff argues that even though 
“Lusta” be held descriptive, nevertheless, in the plaintiff’s territory it has acquired 
a secondary meaning so that, in the minds of the purchasing public, it now points 
exclusively to the plaintiff. Armstrong Co. v. Nu-Enamel Corp., 305 U. S. 315 
[39 U. S. P. Q. 402]. I do not find that the word “Lusta” has acquired such sec- 
ondary significance. It has been used for a comparatively short period of time, and 
plaintiff’s sales have not been particularly large even in the territory which it claims 
as its own. I do not believe that a substantial number of purchasers now look upon 
this word in its secondary, rather that its primary, sense. 


Conclusions of Law 


In the light of the foregoing I conclude and rule that the plaintiff’s trade-mark 
has not been infringed either at common law or under the 1905 Act. I further rule 
that there has been no unfair competition. The complaint is ordered dismissed. 





BROMZE, et AL., DOING BUSINESS AS H. BOMZE & BRO. v. NARDIS 
SPORTSWEAR, INC. 


District Court, S. D. New York 
June 18, 1946 


TRADE-MARK—PLEADING AND PRACTICE 
Action commenced in the Supreme Court of the State of New York and on defendant's 
application was removed to the federal court. Before answering, defendant moves to dis- 
miss complaint and vacate service of summons and complaint. 
PLEADING AND PRACTICE—MASTER’S REPORT 
Where facts are disputed, on motion to dismiss for lack of jurisdiction over the defendant, 
the court refers case to a Special Master to hold hearings and report findings. 
Court has no jurisdiction over defendant in this case. 


Action by Hyman Bomze and Meyer Bomze, co-partners doing business as H. 


Bomze & Bro., against Nardis Sportswear, Inc., for trade-mark infringement. On 
defendant’s motion to dismiss complaint. Motion granted. 


Kramer & Kaprow, New York, N. Y., for plaintiffs. 
Samuel M. Ostroff, New York, N. Y., for defendant. 
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Concer, D. J.: 


This is an action to enjoin the infringement of a trade-mark and for an account- 
ing of profits. 

The action was originally commenced in the Supreme Court of the State of New 
York and on the application of the defendant was removed to this court. 

Before answering, defendant moved in this court to dismiss the complaint and 
to set aside and vacate the service of the summons and complaint on the grounds 
(a) that the defendant was a foreign corporation and was not doing business in the 
State of New York and had never petitioned for or received authority to do busi- 
ness in New York State and (b) that the person served was not an officer, director 
or managing agent of the defendant or a person authorized to accept service for the 
defendant. 

The defendant’s motion raises the oft-occurring problem of the extent to which 
a foreign corporation may engage in business in New York without being subject 
to the process of the courts within the state. 

On the return of the motion, it became evident that various facts were disputed, 
and many not clarified, and so the matter was referred to a Special Master to hold 
hearings and report his findings. His report is now before me for consideration. 

Defendant has moved to confirm the report and findings of the Special Master. 
Plaintiff has moved to reject the report and findings and to substitute other and 
new findings. 

Plaintiffs have submitted to me numerous objections to the findings and report 
and have proposed findings which they claim the master should have found. 

On the argument before me, however, the attorneys for plaintiffs stated that the 
issue might be decided on the theory that, even assuming that the master was correct 
in his findings of fact, he was in error in his ultimate conclusion, i.e., that the serv- 
ice of the summons and complaint heretofore made should be quashed, vacated and 
set aside and that this court is without jurisdiction because of the fact that the de- 
fendant is a foreign corporation and that said corporation was not and is not now 
doing business within the Southern District of New York and that the individual 
served with the summons and complaint was not and is not an officer, director, 
cashier or managing agent of said corporation or a person authorized to accept serv- 
ice on behalf of said corporation. It, therefore, will not be necessary for me to pass 
specifically on each finding of fact objected to by plaintiffs. 

It appears that the defendant is a Texas corporation with its factories and execu- 
tive offices located in Dallas, Texas. It is not licensed to do business within the 
State of New York. It employs a number of salesmen in various parts of the 
country, including a New York firm, the Sopic Trading Company. 

The relationship with the Sopic Trading Company arises out of a written agree- 
ment dated December 18, 1942, between the defendant and Eric A. Sorter, Harry 
F. Hertz and Rudolph Pick, then doing business as the West Coast Sales Co. Sub- 
sequently this name was abandoned in favor of Sopic Corporation, of which the 
three individuals mentioned are sole stockholders. The corporation represented 
the defendant and others until about June 1, 1944, when the Sopic Trading Co. 
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took over that part of the business of Sopic Corporation which dealt with defend- 
ant’s products. 

In December, 1942, the Sopic Corporation leased premises at 1410 Broadway 
for the purpose of displaying defendant’s products and those of another company, 
the latter line being subsequently dropped. 

The samples which are displayed in the showroom are purchased by Sopic from 
the defendant and the former disposes of them as it sees fit when they are no longer 
useful. 

The name of defendant appears on the door of these premises ; and it is listed in 
the building directory, in the telephone directory and in various trade publications. 
The name of Rudolph Pick, one of the three individuals mentioned, who is in charge 
of this office, is listed in the building directory but “Nowhere on any sign does the 
name of Sopic, Sorter or Hertz appear” [Report, p. 8]. The rent for these prem- 
ises, including salaries of employees are paid by Sopic Corporation, without any 
contribution from defendant; this course of conduct is in pursuance of the terms 
of the contract to which reference has been made. 

It further appears that orders solicited by Sopic Corporation and Sopic Trading 
Co. were and are subject to approval of defendant in Dallas. Pick has no authority 
to bind the defendant with respect to any contract or obligation, and payment for 
merchandise purchased by a solicitee of Pick is made directly to Dallas. For these 
activities Sopic receives a commission of 7% and nothing else. 

The defendant supplies stationery with the Nardis letterhead to Pick and 1410 
Broadway is listed upon it as defendant’s New York showroom. Pick uses this 
stationery in connection with the defendant’s business. The Special Master could 
“find no proof of any authorization” to sign Nardis’ name, but the inference seems 
unavoidable, even without proof, that the stationery was given to Pick for just such 
purpose. 

Mr. Bernard L. Gold is the president of Nardis Sportswear and he comes to 
New York every two months and stays here for some period. While in New York, 
Gold visits piece goods’ houses, sometimes visits large retail houses, has discussions 
with a firm defendant employs to do its advertising, and “drops in’ at the show- 
room at 1410 Broadway. The Special Master found that more than 98% of the 
purchases of piece goods from New York are consummated in Dallas and that more 
than 95% of the details in connection with advertising are arranged through cor- 
respondence or telephone discussion between New York and Dallas. When Gold 
visits 1410 Broadway, he discusses business with customers in the showrooms, and 
shows them samples, but doesn’t sell anything. 

The defendant employs a New York accounting firm but all work in connection 
with the books is done in Dallas by this firm; its tax return, however, seems to be 
made in New York. 

It is becoming increasingly difficult to decide situations of this sort for the reason 
that past criteria are slowly being rendered irrevelant. The courts appear to be 
gradually whittling the basis for jurisdiction over corporations transacting business 
outside of their authorized locale. Snyder v. J. G. White Engineering Corp., 60 F. 
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Supp. 789. I agree with Judge Rifkind “that the rule is in process of redefinition 
and has apparently not yet crystalized in its new form.” [P. 790.] 

In Frene v. Louisville Cement Co., 145 F. 2d 511, Judge Rutledge stated that 
mere solicitation by an agent should afford a sufficient basis for jurisdiction in cases 
of this type, but in general the rule has not yet evolved into conformance with his 
dicta. However, it seems safe to say that solicitation plus some additional activities 
will suffice to hold the corporation (Snyder v. J. G. White, supra; Barnett v. Texas 
& P. Ry. Co., 145 F. 2d 800) ; even so, it appears that the kind and quantity of the 
‘additional activities” are variables which may or may not be decisive. But com- 
pare International Shoe Company v. State of Washington, decided by the Supreme 
Court, December 5, 1945. 

In the instant case Pick’s firm solicited business for defendant to the extent of 
$400,000 (approximately 9% of defendant’s total business) in 1944. It main- 
tained a showroom for the sale of defendant’s products. It used the stationery sup- 
plied to it by defendant, arranged fashion shows, received and opened mail ad- 
dressed to Nardis. The defendant’s president knew these facts and completely 
acquiesced in and encouraged this course of conduct. 

Of significance is the fact that under the agreement referred to above, which 
the master found to be in full force and effect through oral renewals, the defendant 
agreed to pay $100 per month for a period of six months toward the expenses of 
maintaining the showroom. 

No person could say that the office at 1410 Broadway was not Nardis’ unless 
he had a peculiar knowledge of the facts for there wasn’t the slightest indication 
that it belonged to anyone else but defendant. Cf. Deutsch v. Hoge, 145 F. 2d 200. 

This obviously is another borderline case, but it appears so near in its factual 
content to an old authority in this Circuit (Davega v. Lincoln Furniture Mfg. Co., 
29 F. 2d 164 that I feel inclined to rest it there. As Judge Learned Hand re- 
marked in Hutchinson v. Chase-Gilbert, 45 F. 2d 139, 1942, “We must step from 
tuft to tuft across the morass” in this type of problem and select as controlling that 
authority which seemingly most resembles the immediate question. 

The Davega case has been the subject of criticism in the past but it has recently 
been relied upon completely by the Circuit Court in Deutsch v. Hoge, supra. 

I believe that case is controlling and I must follow it until some clear manifesta- 
tion that the rule to be applied has been definitely changed appears. 

The case of International Shoe Co. v. State of Washington, supra, upon which 
plaintiffs so strongly rely, is not authority for what constitutes doing business within 
the State of New York. That decision merely held that the State of Washington’s 
conception of the rule as applied to a proceeding for the collection of an unemploy- 
ment compensation tax was not violative of the due process clause of the Fourteenth 
Amendment. In addition, the fact that the proceeding concerned a special tax stat- 
ute might preclude the application of the decision in general jurisdictional matters. 
It is significant that service of process under the statute may be made by mail when 
the employer cannot be found within the State; and this would suggest that the 
“presence” required in order to be subject to the tax is somewhat less than the usual 
contacts requisite to general jurisdiction. 
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It follows that the service of process was not validly served on Pick for the 
reason that the defendant is not subject to this jurisdiction. 

Special Master’s Report is confirmed and motion granted. 

The master’s compensation is hereby allowed in the sum of $700, to be paid as 
directed in the order of March 2, 1945. 

Submit order on notice. 





LUCIEN LELONG, INC. v. LANDER CO., INC. 
District Court, S. D. New York 
May 24, 1946 


TrapE-MarKs—Not CoNFUSINGLY SIMILAR 
“Whispering Grass” does not unfairly compete with “Whisper” on dissimilar bottles and 
dissimilar labels. 
TRADE-MARKS—DESIGN PATENT 
Upon expiration of patent shape of bottle covered by design patent is dedicated to the 
public. Patentee cannot extend its patent monopoly through the device of a trade-mark con- 
sisting solely of the shape of the bottle. 
UNFAIR COMPETITION—PALMING OFF 
Defendant may market its colognes in bottles covered by expired design patents of plaintiff 
provided it does not lead a reasonably prudent purchaser to believe that they contain the 
product of the plaintiff. 


Action by Lucien Lelong, Inc., against Lander Co., Inc., for unfair competition. 
Complaint dismissed. 


Duell & Kane and David S. Kane, both of New York, N. Y., and Alexander C. 
Mabee, Charles W. Hills, and Samuel W. Kipnis, all of Chicago, Ill., for plain- 
tiff. 

Mock & Blum, Asher Blum, and Alex Friedman, all of New York, N. Y., for de- 
fendant. 


Bonpy, D. J.: 


This suit was brought to enjoin the defendant from competing unfairly with 
the plaintiff by using bottles in which it sells colognes produced by it and by using 
a name for a fragrance which are alleged to be confusingly similar to bottles and a 
name for a fragrance used by the plaintiff in marketing its products. 

Plaintiff and defendant are producers and distributors of colognes in the United 
States. Both market colognes in attractive glass bottles having globular bases, long, 
narrow, cylindrical necks, spherical stoppers and labels encircling the entire long, 
cylindrical necks. 

On plaintiff’s labels, which are colored gold, silver or black, are printed the name 
of the fragrance, the name “Lucien Lelong,” and the word “Distributors” or the 
words “Distributed by Lucien Lelong,” and a monogram consisting of a large “L” 
parallel with a smaller “L,”’ both in block type. Formerly there appeared on its 
labels the words “‘Paris-London-New York-Chicago.” Since 1941, to comply with 
a stipulation entered into by it with the Federal Trade Commission, plaintiff has 
ceased to use the words “Paris” and “London.” The globular bases of plaintiff’s 
bottles consist of plain glass or crackled glass or crackled glass with widely spaced 
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semispherical projections of glass or of plain glass with semispherical projections 
widely spaced and arranged vertically. The stoppers are spherical and are made of 
metal. 

The labels on the defendant’s bottles in evidence are tan colored and bear the 
names of fragrances unlike plaintiff’s, the words “Lander, Fifth Avenue, New 
York,” or “Byron, Distributor, Fifth Ave. Bldg., New York” or “Wheatley, dist. 
Fifth Ave., New York.” The names “Wheatley” and “Byron” have been regis- 
tered as trade-names by the defendant and are used to comply with the request of 
two retailers who desire to sell the colognes under distinctive names. The bases of 
the bottles consist of fancy cut glass or clear glass with closely spaced semispherical 
projections covering the entire base. The stoppers are spherical but made of wood 
and are appreciably larger than the stoppers used by the plaintiff. 

The plaintiff’s colognes are of better quality than defendant’s and are sold in 
high price department and drug stores. The defendant’s are sold in ten cent stores 
and other low price stores. Plaintiff sold large quantities of its colognes in bottles 
with globular bases and long necks from the beginning of its use of such bottles in 
April 1933. The sale of defendant’s colognes in similarly shaped bottles was re- 
ferred to in a trade publication dated September, 1934. The defendant adopted the 
use of the bottles with knowledge of the prior use of the similarly shaped bottles by 
the plaintiff. 

Plaintiff’s colognes have never been imported but have always been produced in 
this country from imported and domestic oils mixed with domestic alcohol. Lucien 
Lelong, a well-known French couturier, never sold cologne or perfume in the United 
States. He consented to the use of his name by the plaintiff corporation in which 
he is a stockholder. Plaintiff's corporate name has never appeared in its adver- 
tisements or on its labels. Plaintiff in its advertising mats has stated: “Lucien Le- 
long has a way with cologne that women go wild about. ‘Mon Image’ is one of his 
best... .” Exhibits of plaintiff’s advertisements disclose that until the stipulation 
was entered into with the Federal Trade Commission the plaintiff conspicuously 
featured the words: “Lucien Lelong, Paris,’ and thereby created the impression 
in the minds of consumers that plaintiff’s colognes were imported. At the trial, 
witnesses who have been selling colognes for many years testified that it was their 
belief that Lelong is a French producer of perfumes and colognes comparable to 
Guerlain and Caron, that Lucien Lelong is the manufacturer, that the word “dis- 
tributors” on the label indicates merely that an American house distributes the im- 
ported product of Lucien Lelong and that they had informed customers that the 
colognes were of French origin. 

One of plaintiff’s fragrances is known as “Whisper.” The defendant has dis- 
continued the use of the words ““Whispering Grass” to designate one of its products. 
The words “Garden Whispers” had been used by another producer to describe a 
fragrance before the adoption of the word “Whisper” by the plaintiff. “Whisper- 
ing Grass” is so different in meaning, sound and appearance from ‘‘Whisper” and 
“Whispering Grass” was sold in bottles and under labels so dissimilar to any used 
by the plaintiff that no one could reasonably have believed that the bottles con- 
tained the cologne of the same producers. See National Mineral Co. v. Bourjois, 
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Inc., 62 F. 2d 1 [15 U.S. P. Q. 248] ; Montgomery Ward & Co. v. Spiegel, Inc., 
132 F. 2d 144 [ 56 U. S. P. Q. 185]. 

Glass containers with globular bases and long necks have been used for various 
purposes for centuries and such shaped bottles have been used in marketing colognes 
prior to plaintiff's use. There is some evidence that Rosine perfumes in bottles 
similarly shaped were sold in the United States in 1928 or 1929. It, however, does 
not appear that any such shaped bottles have been used as containers for perfumes 
or colognes in the United States between 1929 and 1933 and the plaintiff contends 
that any prior use of such bottles by others for marketing colognes or perfumes has 
been abandoned. 

On January 16, 1934, there was issued to the plaintiff upon an application made 
May 1, 1933 design patent No. 91,372, disclosing a bottle with a globular crackled 
glass base and a long neck, and on October 26, 1937 design patent No. 106,647 for a 
“Cologne bottle or similar article,” disclosing a globular crackled glass base with 
distantly spaced semispherical projections and a long neck. The design patents 
have expired, the first before, and the second about four months after the bringing 
of this suit and the plaintiff has waived all of its rights, if any, to damages. 

The plaintiff now contends that it has “the exclusive right to market colognes 
and related products in bottles having a globular base and a long neck, like or similar 
in form and appearance to the globular base long neck bottles which plaintiff adopted 
in 1933, and has used continuously and extensively in the marketing of colognes of 
its manufacture since that date.” 

The plaintiff claims that the shape of bottle itself is a distinguishing mark of 
origin of its products notwithstanding that similarly shaped bottles have been in 
common use as containers of all kinds of fluids and that the design patents disclosed 
and the bottles used by it bear additional conspicuously distinguishing marks such as 
the surface ornamentation of the bases, the color, size and material of which the 
stoppers are made and the color of the labels and the inscriptions thereon. 

The plaintiff having claimed and enjoyed the monopoly the design patent granted, 
the shape of the bottle has now been dedicated to the public. See Singer Manufac- 
turing Co. v. June Manufacturing Co., 163 U. S. 169; Scott Paper Co. v. Marcalus 
Manufacturing Co., Inc., decided by the Supreme Court of the United States, No- 
vember 13, 1945 [67 U.S. P. Q. 193]; Wilcox & Gibbs Sewing Machine Co. v. 
Kruse & Murphy Manufacturing Co.,3 N. Y. S. 590, affirmed 118 N. Y. 677 ; James 
Heddon’s Sons v. Millsite Steel & Wire Works, 35 F. Supp. 169, 179 [47 U. S. 
P. Q. 106, 116], affirmed 128 F. 2d 6, 13 [53 U. S. P. Q. 579, 585], certiorari denied 
317 U. S. 674 [55 U. S. P. Q. 493]. Were it otherwise the plaintiff could extend 
its patent monopoly through the device of a trade-mark consisting solely of the shape 
of the bottle. This is not permitted. See Scott Paper Co. v. Marcalus Manufac- 
turing Co., supra. 

For all the foregoing reasons, the court is of the opinion that the defendant may 
market its colognes in globular based, long necked bottles provided only that it does 
not do so in a manner to lead a reasonably prudent purchaser to believe that they 
contain the product of the plaintiff. The court believes that the surface markings 
of the bases, the colors of the labels, the sizes and colors of the stoppers and the 
wording on the labels on the plaintiff’s and defendant’s bottles are so different in 
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appearance that it is not reasonable to believe that any ordinarily prudent purchaser 
would be led to believe that the accused bottles contain the product of the plaintiff 
or that anyone but the defendant is the producer thereof. Although not decisive, 
it may be noted that it appears that the plaintiff was unable to find a single instance 
in which a buyer has been misled. See Eastern Wine Corp. v. Winslow-Warren, 
Ltd., 137 F. 2d 955, 960 [57 U. S. P. Q. 433, 437], certiorari denied 320 U. S. 758 
[59 U. S. P. Q. 495]. 
The defendant accordingly is entitled to a decree dismissing the complaint. 





STERLING DRUG, INC. v. BONNE BELL, INC. 
Commissioner of Patents 
July 11, 1946 


TRADE-M ARKS—SAME DESCRIPTIVE PROPERTIES 
Leg make-up and sun tan lotion are closely related merchandise, and if not actually com- 
petitive, they are clearly of the same descriptive properties. 
TRADE-MARKS—CONFUSING SIMILARITY 
“Mexitan” is confusingly similar to “Mulsitan.” 


Appeal from Examiner of Interferences. 

Trade-mark opposition No. 23562 by Sterling Drug, Inc., against Bonne Bell, 
Inc., application, Serial No. 469,619, filed April 25, 1944. From decision sustain- 
ing opposition, applicant appeals. Affirmed. 


James F. Hoge and L. B. Stoughton, both of New York, N. Y., and E. F. Wender- 
oth, Washington, D. C., for Sterling Drug, Inc. 
Howard S. Neiman, New York, N. Y., for Bonne Bell, Inc. 


Frazer, F. A. C.: 


This is an appeal from the decision of the Examiner of Interferences sustaining 
the opposition of Sterling Drug, Inc., to the application of Bonne Bell, Inc., for 
registration of the word “Mexitan,” claimed to have been used since April 15, 1942, 
as a trade-mark for “cosmetic foundation lotion, especially leg make-up.” 

The opposition was sustained on the ground that applicant’s mark is confusingly 
similar to opposer’s trade-mark “Mulsitan,” registered August 17, 1937, for “a sun- 
burn preventative.” This product is a so-called sun tan lotion, which is said to pre- 


vent sunburn and at the same time assure an “even tan.” And according to opposer’s 
witness Williams: 


Women not wearing stockings do not like to have white skin showing, and therefore 


seek to tan their legs, either using “Mulsitan,” or else buying a leg make-up to spread over 
the skin. 


Since applicant took no testimony, the record does not disclose the nature of its 
goods beyond the description noted above. Nevertheless, applicant’s counsel has 
devoted the major portion of his brief to a discussion of the differences of those 
goods from opposer’s. But even should I accept counsel’s statements as evidence, 
or go so far as to take judicial notice of matters that are puite foreign to my own 
field of experience, the fact remains that applicant’s leg make-up and opposer’s sun- 
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tan lotion are closely related merchandise ; and if not actually competitive, they are 
clearly of the same descriptive properties. 

Applicant asserts, and I agree, that “‘the suffix ‘tan’ of both marks is suggestive 
of some property of the goods.” I am not so sure, however, that applicant is cor- 
rect in its further assertion that the ‘““Mulsi” and “Mexi” portions of the marks sug- 
gest, respectively, “emulsification” and “Mexico.” And even if so, the marks as a 
whole may still be confusable. Marshall Field & Co. v. R. H. Macy & Co., 28 
C.C. P. A. 807, 115 F. 2d 921 [47 U.S. P. Q. 438]. 

“Mexitan” and “Mulsitan” do not differ greatly either in appearance or in sound, 
and such significance as they have is substantially the same. Certainly they bear as 
close a resemblance as did the trade-marks “Cytamin” and “Dent-A-Min” involved 
in the case of McKesson & Robbins, Inc. v. American Foundation for Dental Sci- 
ence, 32 C. C. P. A. 1235, 150 F. 2d 420, concerning which the court said [66 U. S. 
P. Q. 252, 253) : 


In our opinion the resemblance between the marks is much greater than the difference 
therein, and when used as they are here used on goods of the same descriptive properties 
the marks would be likely to cause confusion in the mind of the purchasing public. 


The decision of the Examiner of Interferences is affirmed. 





THE CROWN OVERALL MFG. CO. v. BOWMAN HAT COMPANY 
Commissioner of Patents 


June 4, 1946 


TRADE- MARKS—PLEADING AND PRACTICE—ABANDONMENT OF MARK 
An application to register may be abandoned by the applicant at any time as a matter of 
right, but unless the trade-mark involved is likewise abandoned one who has previously filed 
notice of opposition to the application is nevertheless entitled to have the case proceed to 
judgment. 
Insofar as it is inconsistent with the views herein expressed, James G. Gill Co. v. Standard 
Brands, Incorporated is overruled. 


Petition from Examiner of Inerferences. 

Trade-mark opposition No. 24246 by The Crown Overall Mfg. Co. against Bow- 
man Hat Company, application, Serial No. 479,167, filed January 30, 1945. On 
applicant’s petition that Examiner of Interferences be directed to enter abandon- 
ment of application and dismiss opposition. Reversed as to entry; affirmed as to 
denial of dismissal. 


Zugelter & Zugelter, Cincinnati, Ohio, for The Crown Overall Mfg. Co. 
Cyrus Kehr & Swecker, Washington, D. C., for Bowman Hat Company. 


Frazer, F. A. C.: 


Bowman Hat Company, whose application to register a trade-mark is involved 
in the above entitled opposition proceeding, filed a paper whereby it “formally 
abandons said application, but without abandoning the trade-mark set forth therein, 
and abandons the contest of the opposition.” Concurrently therewith it moved to 
dismiss the opposition, “in accordance with the decision of the Commissioner in 
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General Chemical Co. v. A. E. Staley Mfg. Co., 56 U. S. P. Q. 277.” The Examiner 
of Interferences refused to enter the abandonment in the absence of opposer’s con- 
sent, and denied the motion to dismiss. The case is before me upon petition “to di- 
rect the Examiner of Trade-Mark Interferences to enter the abandonment of the 
application involved herein and to dismiss the notice of opposition in view thereof.” 

In General Chemical Co. v. A. E. Staley Manufacturing Co., relied on by peti- 
tioner, the applicant had “filed a declaration of abandonment of its application and 
of the trade-mark thereby sought to be registered.”” Upon that state of facts, I said 
[56 U.S. P. Q. at 278] : 


Based on the declaration of abandonment, the registration of applicant’s mark may be 
formally refused ; and any future application by the same party for registration of the same 
mark for the same goods, may thus be rejected on the ground of res judicata.... If the 
declaration of abandonment is entered, the opposition should be dismissed. 


In the instant case only the application is abandoned, and it may be refiled at peti- 
tioner’s pleasure. But since the abandonment of the application is unconditional, 
I think it should be entered. It does not necessarily follow, however, that the op- 
position should be dismissed. 

In the case of James G. Gill Co. v. Standard Brands, Incorporated, 159 Ms. D. 
243, 22 U. S. P. Q. 223, the then First Assistant Commissioner declined to permit 
the withdrawal of an opposed application without the consent of the opposer, and 
stated his reasons as follows [22 U.S. P. Q. at 225]: 


The undisclosed purpose of the applicant in an opposition proceeding in seeking with- 
drawal of the application would ordinarily be this—that at the present time it does not seem 
worthwhile to proceed through the contest but that at some later date it might be desirable 
to do so and the applicant wishes to feel free to come in at such subsequent date without 
being put under a cloud. This is not fair to the opposer who has paid the fee. and complied 
with all the other requirements of the statute. Such a practice, if tolerated, might require 
the opposer to pay a series of successive fees in an effort to prevent registration upon any 
occasion when the applicant saw fit again to present the issue. 


But the writer of that decision seems to have assumed, as does petitioner in the 
instant case, that withdrawal of the application would compel dismissal of the op- 
position ; and I am unable to adopt that view. On the contrary, it is my opinion that 
an application to register may be abandoned by the applicant at any time as a matter 
of right, but that unless the trade-mark involved is likewise abandoned one who has 
previously filed notice of opposition to the application is nevertheless entitled to have 
the case proceed to judgment. Cf. Lincoln Motor Co. v. Lincoln Manufacturing Co., 
58 App. D. C. 191, 26 F. 2d 563. 

Opposer has taken its testimony in chief, and petitioner’s time to take testimony 
had expired before its abandonment and motion to dismiss were filed. The matter 
has been set for final hearing before the Examiner of Interferences, and I see no 
reason why he should not proceed with such hearing and decide the issues presented. 

Insofar as it is inconsistent with the views herein expressed, James G. Gill Co. v. 
Standard Brands, Incorporated, is overruled. 

The examiner’s refusal to enter the declaration of abandonment is reversed. His 
denial of the motion to dismiss the opposition is affirmed. 
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EX PARTE CARTER PRODUCTS, INC. 
Commissioner of Patents 
June 6, 1946 


TraADE-M ARKS—DESCRIPTIVE 
Lady’s hand with fingers extended into open jar of deodorant is descriptive of cream 
deodorant. 


Appeal from Examiner of Trade-Marks. 

Application for registration of trade-mark of Carter Products, Inc., Serial No. 
477,322, filed December 8, 1944. From decision refusing registration, applicant 
appeals. Affirmed. 


Pennie, Edmonds, Morton & Barrows, New York, N. Y., for applicant. 
Frazer, F. A. C.: 


Applicant appeals from the refusal of the Examiner of Trade- Marks to register 
a mark under the provisions of the Act of February 20, 1905, “‘on the ground that it 
is descriptive of the manner of using the goods.” 

Applicant’s goods are described in the application as “‘a cream deodorant,” and 
the examiner correctly states the mark to be “the representation of a lady’s hand 
with the fingers extended into an open jar of the deodorant.” In holding such mark 
nonregistrable, he relies primarily on the case of Jn re Scholl Manufacturing Co., 
50 App. D. C. 47, 267 F. 348. He also cites Crown Cork & Seal Co. v. Kerr Glass 
Manufacturing Corporation, 490 O. G. 978, 37 U. S. P. Q. 414, and Chamberlain 
Co. v. Drackett Chemical Co., 159 Ms. D. 324, 22 U. S. P. Q. 417. All three cases 
are more or less in point, and applicant concedes that they would be pertinent “if the 
mark depicted the fingers as applying the cream to an armpit.’ In its brief, how- 
ever, applicant seeks to distinguish from them as follows: 


When a cream of any kind is applied to a portion of the body a number of operations 
are involved. First (assuming the cream is packaged in a jar), the jar is held in one hand, 
the other hand must then be placed in position over the jar, the fingers manipulated to lift 
a portion of the cream, the hand then moved to the portion of the body to which the cream 
is to be applied, and the hand then moved back and forth to apply the cream from the 
fingers to the affected portion of the body. ... Consequently, merely depicting the hand of 
a person with the fingers over an open jar cannot be considered as indicating the manner of 
using applicant’s deodorant cream, or any other type of cream, emollient, etc. 


I think there is here an admission on the part of applicant that its mark describes 
at least one of the “number of operations” to which reference is made. Moreover, 
the picture of a hand, with the fingers poised over an open jar, clearly informs the 
user of the method by which the cream should be applied. In connection with these 
particular goods the mark could have no other possible significance. 

The decision of the examiner is affirmed. 
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BYER-ROLNICK COMPANY v. GALE SHOE MFG. CO. 
Commissioner of Patents 


July 15, 1946 


TRADE-MARKS—CONFUSINGLY SIMILAR 
Dominant “ResisToe” above “Safety Shoe” is confusingly similar to composite mark 
dominated by “Resistol.” Marks differ in appearance and meaning but dominant positions are 
idem sonans ; “Safety Shoe” describes shoes although “Resis Toe” is at most suggestive. 


Appeal from Examiner of Interferences. 

Trade-mark cancellation No. 4413 by Byer-Rolnick Company against Gale Shoe 
Mfg. Co., Registration No. 407,269, issued May 23, 1944. From decision sustain- 
ing petition, registrant appeals. Affirmed. 


Mason, Fenwick & Lawrence, Washington, D. C., for Byer-Rolnick Company. 
Kenway & Witter, Boston, Mass., for Gale Shoe Mfg. Co. 


Frazer, F. A. C.: 


This is an appeal from the decision of the Examiner of Interferences sustaining 
the petition of Byer-Rolnick Company to cancel trade-mark registration No. 407,- 
269, issued May 23, 1944, under the provisions of the Act of March 19, 1920, to 
Gale Shoe Mfg. Co. 

The mark so registered to respondent is “ResisToe Safety Shoe,” the “Toe” 
portion being vertically offset from the “Resis” portion, beneath which the words 
“Safety Shoe” are printed in two lines. The goods named in the registration are 
“‘shoes—namely, women’s shoes of leather or fabric or of combinations of said ma- 
terials.” 

The petition to cancel is predicated upon petitioner’s ownership of an earlier 
registration for men’s hats, issued under the Act of February 20, 1905. This regis- 
tration covers a composite mark consisting in the notation “Resistol,’’ inclosed 
within a parallelogram and superimposed upon a figure in armor with a shield and 
an arrow. 


No testimony was taken by either party, but each submitted a brief stipulation 
of facts. 

The goods of the parties are of course specifically different, but clearly they 
possess the same descriptive properties. Daniels and Fisher Stores Co. v. Padi 
Clothes Co., 480 O. G. 696, 33 U.S. P. Q. 560. 

The two marks, viewed as a whole, differ in appearance and in meaning. But 
“ResisToe” is idem sonans with “Resistol,” and these terms dominate the marks. 
The expression “Safety Shoe” is descriptive of respondent’s goods, and it may be 
that ““ResisToe” describes a shoe having a resistant toe construction. There is no 
evidence, however, that respondent’s shoes are so constructed; and as applied to 
shoes generally, the word is at most suggestive. 

In his concurring opinion in the case of Bon Ami Co. v. McKesson & Robbins, 
Inc., 25 C. C. P. A. 826, 93 F. 2d 915 [36 U. S. P. Q. 260 at 261], Judge Hatfield 


said: 
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If all that a newcomer in the field, need do in order to avoid the charge of confusing 
similarity is to select a word descriptive of his goods and combine it with a word which is 
the dominant feature of a registered trade-mark so that the borrowed word becomes the 
dominant feature of his mark, the registered trade-mark, made valuable and outstanding by 
extensive advertising and use, soon becomes of little value... . 


That criticism seems quite applicable here, since respondent’s mark when spoken 
is nothing more than the dominant feature of petitioner’s mark with the addition 
of descriptive words. 

The decision of the Examiner of Interferences is affirmed. 





EX PARTE F. E. ANDERSON OIL CO. 
Commissioner of Patents 


July 15, 1946 


TRADE-M ARKS—DESCRIPTIVE 
“Rustavoid” is descriptive of petroleum oils and greases for preventing rust. A mark is 
descriptive within the meaning of 1905 Act if it describes the intended purpose, function, or 
use of the goods. 


Appeal from Examiner of Trade-Marks. 

Application for registration of trade-mark of F. E. Anderson Oil Co., Serial No. 
465,352, filed November 29, 1943. From decision refusing registration, applicant 
appeals. Affirmed. 


T. Clay Lindsey, Hartford, Conn., for applicant. 
Frazer, F. A. C.: 


This is an appeal from the refusal of the Examiner of Trade-Marks to register 
the notation “Rustavoid,” under the provisions of the Act of February 20, 1905, as 
a trade-mark for “petroleum oils and greases for preventing rust.” 

It was the examiner’s opinion, which I am constrained to share, that the mark is 
descriptive of the goods, because it signifies they are “rust avoiding in their action.” 
A mark is descriptive within the meaning of the Act if it describes the intended 
purpose, function, or use of the goods to which it is applied. Jn re The Dobeckmun 
Co., 32 C.C. P. A. 879 148 F. 2d 106 [65 U.S. P. Q. 39]. 

Applicant cites several registrations of marks for the same class of goods, some 
of which possibly are no less descriptive than its own. Such deviations from the 
norm are regrettable ; but as observed by the Court of Customs and Patent Appeals 
in the case of In re Sears, Roebuck & Co., 30 C. C. P. A. 710, 132 F. 2d 341 [56 
U.S. P. Q. 166 at 169]: 


The right of registration in the instant case may not be determined by the actions had 
in those cases. 


In the same connection, applicant refers to an expired registration to another 
of the identical mark, “‘Rustavoid,” for “preparations in grease-like and liquid form 
for preventing rust.” But neither can that registration have any controlling influ- 
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ence here. “If a mistake was made in granting that registration . . . it would fur- 
nish no precedent justifying another improper registration.” In re Brockway Glass 
Co. (C.C. P. A.), 154 F. 2d 673, @ U.S. P. Q. 324. 


The decision of the Examiner of Trade- Marks is affirmed. 





NATIONAL BISCUIT COMPANY v. BRALOFF 
Commissioner of Patents 
July 15, 1946 


TRADE-M ARKS—GEOGRAPHICAL NAMES 
In view of the size of the plant which opposer has at Beacon, New York, many people 
would be familiar with such plant and on seeing fiberboard and paper containers bearing such 
designation would primarily attribute a geographical meaning to the word “Beacon” rather 
than some other meaning. It is likely that opposer would be injured and opposer need prove 
nothing more. 
Appeal from Examiner of Interferences. 
Trade-mark opposition No. 23601 by National Biscuit Company against Henry 
E. Braloff, application, Serial No. 466,824, filed January 24, 1944. From decision 
sustaining opposition, applicant appeals. Affirmed. 


Henry J. Savage and William E. MacKay, both of New York, N. Y., for National 
Biscuit Company. 
David J. Moscovitz, New York, N. Y., for Braloff. 


Frazer, F. A. C.: 


This is an appeal from the decision of the Examiner of Interferences sustain- 
ing the opposition of National Biscuit Company to the application of Henry E. 
Braloff for registration of the word “Beacon” as a trade-mark for “fiberboard and 
paper drums for solid, powdered and liquid materials packaged in bulk.” 

The opposition was sustained on the ground that applicant’s mark “is merely 
geographical within the meaning of the statute, and registration thereof is barred 
by the geographical clause.” I think that conclusion is erroneous, but that the result 
reached by the Examiner of Interferences was nevertheless correct. 

The case was submitted on a stipulation of facts, from which it appears that op- 
poser operates ‘“‘a carton and printing plant at Beacon, New York, where it makes 
and prints containers including paper boxes, cartons and bags.’’ The containers 
manufactured at this plant each year exceed three million dollars in value. For 
some two years immediately preceding the date of the stipulation, opposer “has 
used the entire output of its Beacon plant, and there has been no surplus to sell to 
others, although prior thereto it has sold paper cartons to others.” Beacon has a 
population of “approximately 12,572 persons.” It was “incorporated as a city in 
1913.” 

One of the allegations of the notice of opposition is that: 


Registration by applicant of the name of the city, Beacon, as a trade-mark for fiber- 
board and paper drums will injure opposer by leading the public to believe that applicant’s 
merchandise originates in the City of Beacon and is a product of the opposer. 
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Upon the record presented, that seems manifestly true. Nor is the situation 
changed by the fact that “Beacon” is not “merely a geographical name or term.” As 
pointed out by the Examiner of Interferences, “in view of the size of plant which 
opposer has at Beacon, New York, many people would be familiar with such plant 
and on seeing fibreboard and paper containers bearing such designation would pri- 
marily attribute a geographical meaning to the word ‘Beacon’ rather than some other 
meaning.” The likelihood that opposer would be injured by the proposed registra- 
tion is thus established, and opposer was required to prove nothing more. 

The decision is affirmed. 





IN RE WESTGATE SEA PRODUCTS COMPANY 
Court of Customs and Patent Appeals 
Decided April 1, 1946 
Released May 24, 1946 


TRADE-MARKS—“WESTGATE” IS MERELY GEOGRAPHICAL 
Registration refused on the ground that mark sought to be registered is geographical in 
that it is the name of “inconsequential” towns in Iowa, Kansas and England. The provisions 
of the Trade-Mark Act of February 20, 1905, draw no distinction as to the size of towns, 
and it is not incumbent on the court to draw a line with respect to the general knowledge 
or size of cities, towns or villages; had Congress intended distinction it would have so ex- 
pressed itself. 


Appeal from Commissioner of Patents ; 63 U. S. P. Q. 152. 

Application for registration of trade-mark of Westgate Sea Products Company, 
Serial No. 459,971, filed April 17, 1943. From decision refusing registration, ap- 
plicant appeals. Affirmed. 


Jackson, Webster & Read, and William G. Mackay, both of San Francisco, Calif., 
and Chas. R. Allen, Washington, D. C., for appellant. 
W.W. Cochran (R. F. Whitehead of counsel) for the Commissioner of Patents. 


JACKSON, J.: 


The Commissioner of Patents affirmed, 63 U. S. P. Q. 152, a decision of the 
Examiner of Trade-Marks rejecting the application of appellant for registration of 
the trade-mark “‘Westgate,” applied to canned fish, Serial No. 459,971, filed April 
17, 1943 in accordance with the Trade-Mark Act of February 20, 1905. From that 
decision this appeal was taken. 

The examiner in his statement refused registration on the ground that the mark 
sought to be registered is geographical in that it is the name of “inconsequential” 
towns in Iowa, Kansas and England, and because it is a surname not distinctively 
displayed, being found in the telephone directories of Chicago and New York, and 
for the further reason that the mark is confusingly similar to a registered mark 
“Westgate” as applied to flour. 
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The commissioner in his decision disapproved the examiner’s holding with re- 
spect to the reference. The commissioner pointed out that the owner of that regis- 
tration expressly agreed to the registration of the mark of appellant, and also ex- 
pressed his doubts as to whether flour, to which the registration was applied, and 
canned fish, to which appellant’s trade-mark is applied, are of the same descriptive 
properties. Otherwise the decision of the examiner was affirmed. 

It appears that appellant had previously registered the mark “Westgate” as ap- 
plied to canned fish but neglected to renew the registration within the prescribed 
period. 

Appellant in its reasons of appeal alleged that the commissioner erred in affirm- 
ing the decision of the examiner in holding that the mark sought to be registered is 
merely geographic and merely the name of an individual, and in failing to con- 
sider that appellant was the owner of an expired registration as aforesaid. 

Appellant contends that his trade-mark is an arbitrary expression and is to be 
regarded in all respects as such. It does not deny that the word “Westgate” is the 
name of towns or that it is the name of individuals found in the telephone directories 
above referred to. 

The Examiner of Trade-Marks, with respect to the first rejection, relied on the 
case of In re Lamson & Co., Inc., Etc., 30 C. C. P. A. (Patents) 1030, 135 F. 2d 
1021, 57 U.S. P. Q. 555, wherein we held the name “Elmwood” to be geographical 
over the contention of the appellant that because that word was composed of the 
two words “elm” and “wood” it should not be considered as geographical. In that 
case it appeared, as it does here, that the two words making up the combination of 
the term sought to be registered lost their individual significance when made into 
a single word. 

It seems to us that the reasoning of the Lamson case is controlling on the con- 
tention made here, for the reason that Westgate is a geographical word even though 
it is the name of inconsequential towns. The provisions of the Trade-Mark Act 
of February 20, 1905, draw no distinction as to the size of towns, and therefore 
we do not deem it incumbent upon us to draw a line with respect to the general 
knowledge or size of cities, towns or villages. We think that if Congress had in- 
tended any such distinction to be made it would have so expressed itself. 

There is a decided difference between the word Westgate and the two words 
West and Gate, and we are of opinion that the contention of appellant that joining 
these two words together gives no different meaning than if used apart is not ten- 
able. 

For the reasons heretofore stated, it is not necessary to discuss any other ground 
given for the refusal to register. 

The decision of the commissioner is affirmed. 

O’CoNNELL, Judge, dissents. 
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PART II 


LATOURAINE COFFEE CO., INC. v. LORRAINE COFFEE COMPANY, 
INC., ET AL. 


Circuit Court of Appeals, Second Circuit 
August 7, 1946 


[RADE-M ARKS—GEOGRAPHICAL NAMES 
By 15 U. S. C. 85 (b) Congress denied registration of geographical terms only where 
name is “merely geographical’; its purpose was to codify the common-law rule which 
prevented one manufacturer from appropriating to his own use a name so generically de- 
scriptive that it might be employed with equal propriety by others. The courts have con- 
sistently held, that when the name is used in an “arbitrary” or fictitious sense, it may be 
the subject of a valid trade-mark. This judicial construction has received legislative ap- 
probation by Section 2 (e) (2) of 1946 Trade-Mark Act. The legal principle should be 
employed to effectuate its purpose; it should not be made a mere contrivance to destroy 
an otherwise impregnable and successful trade-mark. 
TRADE-M ARKS—GEOGRAPHICAL 
“LaTouraine” written as a single word is not merely geographical: ‘“Touraine” is no 
longer geographical name, since French province of Touraine was incorporated in sub- 
stance into the Department of Indre-et-Loire in 1789. 
INFRINGEMENT 
To establish infringement, plaintiff need show only that the name adopted by defend- 
ants is so similar to its trade-mark as to be likely to cause confusion among reasonably careful 
purchasers. 
[RADE-MARKS—CONFUSING SIMILARITY 
“Lorraine” is confusingly similar to “LaTouraine.” Appeals to Circuit Courts of Appeals 
whether trade-marks are confusingly similar is question reviewable on appeal. That the 
* defendant selected the mark without being aware of plaintiff’s confusingly similar mark 
and did not have the express purpose of deceiving the purchasing public, must stand unless 
clearly erroneous. 
DEFENSE 
Where similarity of marks is established, good faith in adoption of mark is no defense. 
TRADE-MarkK Act—JuLy, 1946 
Trade-mark is a species of monopoly, towards which the present climate of opinion is 
frigid, but Congress has shown its continued interest in trade-mark protection by the 
comprehensive new codification of trade-mark law in the Trade-Mark Act of July 5, 1946, 
which not merely amplified the Act of 1905, but gave to this property right a legislative 
standing it had not had before. We should hesitate to go against so clearly expressed a 
legislative intent for only some remote fears of our own social disaster to result from grant 
of the statutory protection. 
INJUNCTIVE RELIEF 
Injunction against trade-mark infringement is not refused because plaintiff’s business 
is large and defendant’s is small, one cannot ride on another’s coat tails in the process of 
becoming bigger and cannot grow through use of another’s congenial symbol; defendant’s 
business will not be destroyed; defendant chose name, as a flight of fancy without correc- 
tion with self, family or business and used the mark for six months when he was warned 
of the consequence. Imagination can soon suggest a worthy substitute. 
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Appeal from the District Court of the United States for the Eastern District 
of New York, Clark, D. J. 


Action by LaTouraine Coffee Co., Inc., against Lorraine Coffee Company, Inc., 
and Eric Eben to enjoin infringement of a registered trade-mark and unfair com- 
petition. From a judgment dismissing the complaint, the plaintiff appeals. Re- 
versed and remanded. Frank, C. J., dissenting with opinion. 


Benjamin P. DeWitt, of New York City (Sidney Pepper, of New York City, on 
the brief), for plaintiff-appellant. 

James A. Dilkes, of Staten Island, New York (Sidney Jacobi, of Staten Island, 
New York, on the brief), for defendants-appellees. 


Before CHASE, CLARK and FRANK, Circuit Judges. 
Cyaax, C. j.: 


Plaintiff, a Massachusetts corporation doing business in New York, has brought 
this action to enjoin infringement of its registered trade-mark and to enjoin unfair 
competition. Plaintiff and its predecessor corporation have employed the name 
“LaTouraine” in connection with coffee, tea, and chocolate powder sold by them, 
beginning as to coffee in 1906, as to tea in 1918, and as to the powder in 1937. 
Through a broad and varied program of advertising, they have attained a position 
of eminence in the industry, selling some fifteen million pounds of coffee alone 
each year. The corporate defendant is a small New York family corporation, 
organized by the individual defendant in 1944 and engaged in selling coffee and 
tea throughout Staten Island, New York, and northern New Jersey. From a judg- 
ment of the lower court holding the trade-mark valid, but not infringed, and finding 
no unfair competition, plaintiff appeals. 

Before considering the question of infringement, we must dispose of defend- 
ants’ very vigorous contention that plaintiff does not have a valid technical trade- 
mark in any case, because the word “Touraine” is geographical. Congress denied 
registration of geographical terms only in those cases where the name adopted is 
“merely geographical.” 15 U. S. C. A. Sec. 85(b). Its purpose was obviously 
to codify the common-law rule which prevented one manufacturer from appro- 
priating to his own use a name so generically descriptive that it might be employed 
with equal propriety by others. “Could such phrases as ‘Pennsylvania wheat,’ 
‘Kentucky hemp,’ ‘Virginia tobacco,’ or ‘Sea Island cotton,’ be protected as trade- 
marks; could anyone prevent all others from using them or from selling articles 
produced in the districts they describe under those appellations,—it would greatly 
embarrass trade, and secure exclusive rights to individuals in that which is the 
common right of many.” Delaware & H. Canal Co. v. Clark, 13 Wall. 311, 324, 
80 U. S. 311. See also Columbia Mill Co. v. Alcorn, 150 U. S. 460; Elgin Nat. 
Watch Co. v. Illinois Watch Case Co., 179 U. S. 665; American Wine Co. v. 
Kolman, 5 Cir., 158 F. 830. The courts have consistently held, however, that, 
when the name is used in an “arbitrary” or fictitious sense, it may be the subject 
of a valid trade-mark. Hamilton-Brown Shoe Co. v. Wolf Bros. & Co., 240 U. S. 
251 (“The American Girl” shoe); McIlhenny Co. v. Gaidry, 5 Cir., 253 F. 613 
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(““Tabasco” sauce) ; Century Distilling Co. v. Continental Distilling Corp., D. C. 
E. D. Pa., 23 F. Supp. 705, modified 3 Cir., 106 F. 2d 486, certiorari denied 309 
U. S. 662 (“Dixie Belle” and “Dixie Beau” liquor) ; Fleischmann v. Schuckmann, 
62 How. Pr., N. Y., 92 (“Vienna” bread). 

This judicial construction has received legislative approbation. The Trade- 
Mark Act of July 5, 1946, Pub. L. No. 489, c. 540, 79th Cong., 2d Sess., Sec. 2(e) 
(2), 15 U. S. C. A. Sec. —, effective one year hence, provides specifically that 
the use of geographical terms prevents registration if “chen applied to the goods 
of the applicant” it “is primarily geographically descriptive or deceptively mis- 
descriptive.” (Emphasis added.) And application of the established principles 
compels a conclusion of validity here. The word “Touraine”’ itself is no longer a 
geographical name, since the ancient French province, existing until 1789, then 
was incorporated in substance into the Department of Indre-et-Loire. 11 Encye. 
Americana 575; 26 id. 719; 22 Encyc. Britannica, 14th Ed., 325; Century Atlas of 
the World, 80. And admittedly that word is not the plaintiff's symbol. It has 
always used the prefix “La” as a part of its trade-mark. Moreover, its trade-mark 
registration, as well as its own certificate of incorporation, shows the combination 
as a single word “LaTouraine”; and this, according to its testimony, is its actual 
mark. True, defendants did call attention to certain instances of use otherwise. 
But whether these had become habitual or were mere careless misquotations, the 
differences noted above from the ancient French name are quite sufficient to avoid 
a deceptive misdescription of the goods. A. Bauer & Co. v. Siegert, 7 Cir., 120 F. 
81, 84; Havana Commercial Co. v. Nichols, C. C. S. D. N. Y., 155 F. 302. The 
registered term neither has nor professes to have any relation to the source of its 
coffee, the place of manufacture, or the place of sale. It is an entirely arbitrary 
name. Obviously the legal principle should be employed to effectuate its purpose; 
it should not be made a mere contrivance to destroy an otherwise impregnable and 
successful trade-mark. 

To establish infringement, plaintiff need show only that the name adopted by 
defendants is so similar to its trade-mark as to be likely to cause confusion among 
reasonably careful purchasers. Defendants urge that there has been no showing of 
actual instances of confusion; but no such evidence is required. George W. 
Luft Co. v. Zande Cosmetic Co., 2 Cir., 142 F. 2d 536, certiorari denied 323 U. S. 
756; Rice & Hutchins, Inc. v. Vera Shoe Co., 2 Cir., 290 F. 124. Small metro- 
politan restaurants constitute the trade of both companies in this area; and the 
owners of or purchasers for such establishments should not be held to a higher 
than usual standard of discrimination in purchasing. The only question is whether 
or not the similarity of names is such as to make likely the deception of any appre- 
ciable number of ordinary prudent customers. 

While the trial judge, emphasizing the dissimilarity in size of the two busi- 
nesses, concluded otherwise, we are constrained to think it is. As the cases cited 
below show, this is a question reviewable on appeal. Defendants have attempted 
to distinguish “Lorraine” from “LaTouraine” on the basis of the number of letters 
and syllables in the words, but this form of technical gymnastics is not deter- 
minative. See Celanese Corp. of America v. E. 1. Du Pont De Nemours & Co., 
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C.C. P. A., 154 F. 2d 143. The initial letters and the last syllables—probably the 
parts of any word which impress themselves most firmly upon the memory—are 
identical. The similarity is, of course, most striking in oral speech; a call for one 
in a store is likely to produce the other. Except on the tongues of precisionists, 
both sound alike; both are unmistakably French. 

In this area of trade-mark law, each case must be considered separately and 
precedents are not conclusive. But examination of the cases gives some standard 
of similarity ; and they indicate that here the degree of resemblance is rather greater 
than that in several cases where infringement has been found. See, for example, 
George W. Luft Co. v. Zande Cosmetic Co., supra (“Tangee” and “Zande’’) ; 
Industrial Rayon Corp. v. Dutchess Underwear Corp., 2 Cir., 92 F. 2d 33, certiorari 
denied Dutchess Underwear Corp. v. Industrial Rayon Corp., 303 U. S. 640 
(“Spun-lo” and “Sunglo”) ; Florence Mfg. Co. v. J. C. Dowd & Co., 2 Cir., 178 
F. 73 (“Keepclean” and “Sta-Kleen”); Northam Warren Corp. v. Universal 
Cosmetic Co., 7 Cir., 18 F. 2d 774 (“Cuticlean” and “Cutex”’); Gehl v. Hebe 
Co., 7 Cir., 276 F. 271 (“Hebe” and “Meje’’) ; National Biscuit Co. v. J. B. Carr 
Biscuit Co., App. D. C., 3 F. 2d 87 (“Uneeda” and “Eta’’). 

As further support for its claims for injunctive relief, plaintiff urges that Eben 
selected the name “Lorraine” well aware of the similarity and with the express 
purpose of deceiving the purchasing public. On this issue the court below has 
found against it. Were this a controlling issue here, we should find some embar- 
rassment in accepting these findings nothwithstanding that under F. R. C. P. 52(a) 
they must stand unless clearly erroneous, for they do seem to call for a belief in 
Eben’s naiveté which is hard to achieve. The record shows that for three years 
before starting his own business he was a salesman for a competitor of LaTouraine, 
during which time he never even heard of the name or knew there was such a 
brand of coffee. As Judge Learned Hand put it in a similar case, this calls for 
“stretching credulity beyond its breaking point.” Ramopa Co. v. A. Gastun & 
Co., D. C. S. D. N. Y., 278 F. 557, 558. Further, his former employer testified 
under subpoena that he had even discussed plaintiff with Eben as “one of our 
toughest competitors.” And his own explanation of the choice of “Lorraine” was, 
to put it mildly, fanciful. He said that he had made this selection because he had 
travelled in Alsace-Lorrain and had had some minor business dealings there and 
because a friend had just had a baby to whom he had given the name. Actually 
the baby, born more than two years before, bore the name of Eve Lorraine. And 
there were other small discrepancies in his story." As a matter of fact the court 
did not analyze this testimony or mention, even to repudiate, the detailed testimony 
of Eben’s former employer’; and we might well return the case for a discussion 





1. Such as the original assertion that the girl’s father was joining him in the new business, 
which he later modified to the claim that for a few months the father purchased coffee from 
him for resale. This person was not produced as a witness, because he was said to be suffering 
from “grippe” or a “severe cold.” 

2. The findings were not filed until sometime after the memorandum of opinion—a practice 
often criticized. United States v. Forness, 2 Cir., 125 F. 2d 928, 942, 943, certiorari denied 
City of Salamanca v. United States, 316 U. S. 694; City of New York v. McLain Lines, 2 Cir., 
147 F. 2d 393, 395; United States v. Crescent Amusement Co., 323 U. S. 173, 185. The trial 
court’s preoccupation with the relative magnitude of the businesses is noted below. 
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of this evidence and for an answer to the question how a coffee salesman could 
avoid all knowledge of a large competitor for three years. But, as the case stands, 
the question is not of controlling importance, for when similarity is established, 
good faith—even if proven—is no defense. Thaddeus Davids Co. v. Davids, 233 
U. S. 461; Coty, Inc. v. Parfums De Grande Luxe, 2 Cir., 298 F. 865, certiorari 
denied Parfums De Grande Luxe v. Coty, Inc., 266 U. S. 609; Gehl v. Hebe Co., 
supra. 

The Supreme Court has pointed out the law’s recognition of ‘‘the psychological 
function of symbols” in protecting trade-marks, adding that once the owner has 
impregnated “the atmosphere of the market with the drawing power of a congenial 
symbol” then the owner can obtain redress “if another poaches upon the com- 
merical magnetism of the symbol he has created.” Mishawaka Rubber & Woolen 
Mfg. Co. v. S. S. Kresge Co., 316 U. S. 203, 205. True, the trade-mark is a 
species of monopoly, towards which the present climate of opinion is frigid, Standard 
Brands v. Smidler, 2 Cir., 151 F. 2d 34, 38, though a monopoly of the words 
“LaTouraine-Lorraine” for the coffee-bean hardly seems world-shattering. Be 
that as it may, Congress has shown its continued interest in trade-mark protection 
by the comprehensive new codification of trade-mark law embodied in the Trade- 
Mark Act of July 5, 1946, which not merely amplified the Act of 1905, but gave 
to this property right a legislative standing it had not had before. Derenberg, 
Trade-Marks Ante Portas, 52 Yale L. J. 829, 830. We should hesitate to go 
against so clearly expressed a legislative intent for only some remote fears of our 
own of social disaster to result from grant of the statutory protection. The new 
statute affords relief for a “colorable imitation” where use is “likely to cause con- 
fusion or mistake or to deceive purchasers as to the source of origin of such goods,” 
Sec. 32(1) (a), Act of July 5, 1946; and all the courts and judges hearing the 
Mishawaka case were agreed as to the need of at least injunctive relief to avoid 
confusion. Thus the dissenting justices say, 316 U. S. 203, 208: “In any event, 
the economic rivalry, if it existed at all, was so remote and indirect that an injunc- 
tion alone would seem to have afforded ample relief against the infringement, 
found by both courts below to have been without fraudulent intent.” (Emphasis 
added. ) 

Here the only question involved is that of injunctive relief. The district judge 
seems to have been greatly impressed by the defendant’s small size, business-wise ; 
he refers several times to this or to the plaintiff’s “large” or “flourishing” business 
and the lack of a showing of sufficient grounds to put defendant Eben “out of busi- 
ness” or to prevent him “from doing business.” Even so, one cannot ride upon 
another’s coat tails in the inevitable process of becoming bigger; and, at least as the 
law now stands, one cannot grow through use of another’s congenial symbol. And 
there is no question of destroying a business; here defendant had chosen a name, 
on his own story as a flight of fancy without connection with himself, his family, 
or the coffee trade, and had used it at the utmost for some six months when he was 
warned of the consequences. We think under the circumstances that imagination 
can soon suggest a worthy substitute. 
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The judgment is reversed and the action is remanded for the award of injunc- 
tive relief. 


FRANK, C. J. (dissenting) : 


It is well to say at the outset that, as I shall try to show later, [| think that the 
“atmosphere,” unfavorable to defendants, described by my colleagues, is non- 
existent—that, on the basis of record facts not mentioned by my colleagues, the 
trial judge’s finding of Eben’s lack of bad faith is by no means “clearly erroneous.” 
There should be noted, too, a factor which, as I shall also try to show later, is 
related to Eben’s good faith: The trial judge in his opinion explicitly found that 
plaintiff had failed to prove acquisition of a “secondary meaning”; the plaintiff 
does not contest that finding*; and it is supported by the evidence. 

Contrary to my colleagues’ statement, the trial judge did not “enter a judg- 
ment holding the trade-mark valid, but not infringed.” His conclusions of law and 
his judgment are silent as to validity. In his opinion, he said that, even assuming 
the trade-mark was valid, it had not been infringed.* But, in order to reverse his 
judgment (which dismissed on the merits) my colleagues necessarily have decided 
in favor of validity. 

In so deciding, my colleagues concede that a “merely geographical” name cannot 
at common law be the subject of a valid “technical” trade-mark (i.e., one which is 
valid although it has not acquired a “secondary meaning”), and that such a name 
cannot be validly registered under the existing Trade-Mark Act of 1905. They 
justify their decision by holding that the name LaTouraine is not “merely geographi- 
cal” because (1) plaintiff prefixes it with “La’’; (2) “Touraine” is no longer used 
by the French government as the official name of a part of France; (3) plaintiff 
omits a space between “La” and “Touraine”’; and (4) plaintiff's mark would be 
valid if it were to be registered hereafter, on or after July 1947, under a new federal 
statute (enacted long after this suit began) which by its terms does not go into 
effect until next year. I shall discuss each of these arguments in turn. 

1. It is an unquestioned feature of the French language that the definite article— 
“le” or “la,” the equivalent of our “the’’—must be placed before the name of a 
province, a mountain, a river, or a county. Without it, the name, to a French eye, 
stands awkwardly unclad, distractingly nude. To omit it would be like employing 
a double negative in our tongue. Thus, in speaking or writing French, one must 
say La Bretagne, Le Mont Blanc, La Seine, L’Amerique. When, then, plaintiff 
made “La” part of its trade-name, it did not thereby render it non-geographical, 
“fanciful,” since plaintiff did not change one iota the well-known French place- 
name. On the contrary, plaintiff adopted that name literally and correctly. 

To be sure, plaintiff might have Anglicized (or Americanized) the name by 





3. It is not mentioned by my colleagues. 

4. Whether, having found no infringement, he could properly hold the trade-mark valid, is 
indeed doubtful. See Cover v. Schwartz, 133 F. (2d) 541, 545 (C. C. A. 2) ;Katz v. Horn 
Signal Mfg. Corp., 145 F. (2d) 961 (C. C. A. 2). In Altvater v. Freeman, 319 U. S. 359, 363, 
the Court said: “To hold a patent valid if not infringed is to decide a hypothetical case.” 
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dropping “La.” But retention of the French form did not eliminate the geographi- 
cal significance. French grammar thus disposes of this contention.® 

2. Seeking casually for a reference as to the meaning to Americans of Touraine, 
I find, on the bookshelf of a furnished house I am renting for the summer, a text- 
book, entitled Contes Des Provinces, written by Miss Roth, an American high 
school teacher, published in 1924 (by the well-known school-book publisher, the 
American Book Company) for instruction in French in American public high 
schools. The author, after stating that the ancient French provinces had been 
replaced, following the Revolution, by “political divisions called departments,” 
adds that “the modern department exists only for administrative purposes” and 
says, “Les provinces ont cessé d’exister dans l’organization politique actuelle mais 
leurs noms sont restés dans l’usage.” More specifically, she writes, “La Touraine, 
ce Jardin de la France, est aussi le pays des chateaux. ...” In other words, in 
common Franch usage, taught to American children in our public schools, La 
Touraine is a geographical, not a “fanciful,” name. 

On the same bookshelf is a popular American encyclopedia, The World Book 
Encyclopedia ; turning to the article on France, published in 1944, I find a map of 
contemporary France, giving the present official names of the departments; but 
the same page contains a smaller map, captioned “Former Provinces,” showing 
their respective locations and including Touraine. I have asked a dozen American 
men and women, selected at random, what Touraine means; their invariable reply 
was “a part of France.” 

It has been held—I can find no contrary decisions—that, for purposes of the 
doctrine here under discussion, usage, not official nomenclature, governs; that a 
name may be entirely geographical although without official sanction. See Jn re 
Mid-West Abrasive Co., 146 F. (2d) 1011 (C. C. P. A.); cf. Kraft Cheese Co. 
v. Coe, 146 F. (2d) 313 (App. D. C.); Siegert v. Gandolfi, 149 Fed. 100, 101 
(C. C.. A; 2). 

3. In registering its mark, and generally in using it, plaintiff spells “La” with a 
small “a,” but leaves no space between the article and Touraine. The word is 
printed “LaTouraine.” Surely, since “La” is an integral part of the name, that 
slight typographical change—which, unless attention were directed to it, none but 
a lynx-eyed person would detect—cannot suffice to convert this symbol into “an 
entirely arbitrary name.” Suppose, for instance, that someone were to use “New 
York” or “New Jersey” as a trade symbol. Would either name cease to be “merely 
geographical” if its two parts were printed as “NewYork” or “NewJersey”? There 
is no predecent for such a curious suggestion. 

4. Of course, if a geographical name is coupled with some other name or is 
otherwise substantially altered, it is not “merely geographical,’ and, being thus 
converted into an “arbitrary” or “fictitious” name, is the subject of a valid trade- 
mark. Such are the rulings in the cases cited by my colleagues, i.e., Hamulton- 
Brown Shoe Co. v. Wolf Bros. & Co., 240 U. S. 251 (“The American Girl’) ; 
Century Distilling Co. v. Continental Distilling Corp., 23 F. Supp. 705, modified 





5. Even if one took an American place name, say “Chicago,” I doubt whether adding “The” 
would transform it from its “merely geographical” status. 
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106 F. (2d) 486 (C. C. A. 3) (“Dixie Belle” and “Dixie Beau’’).° Such cases 
are not in point here.’ 

5. There remains an argument explicitly made by plaintiff, but implied by my 
colleagues, i.e., that a name is not “merely geographical” if only it is employed as 
a symbol for a product not manufactured, grown, or processed in the name geo- 
graphical area. Repeatedly, this contention has been flatly rejected. See, e.g., 
In re Kraft-Phoenix Cheese Corp., 120 F. (2d) 391 (C. C. P. A.) as to a French 
town, “Chantelle” used as the name of a cheese made in Illinois; Compania 
Antarctica Paulista v. Coe, 146 F. (2d) 669 (C. C. P. A.) as to the use of 
“Antarctica,” an uninhabited territory where, of course, nothing is manufactured; 
In re California Perfume, Inc., 56 F. (2d) 885, 886 (C. C. P. A.) as to “Avon” 
applied to toothbrushes made in the United States. A seemingly contrary decision, 
In re Plymouth Motor Corp., 46 F. (2d) 211, 213 (C. C. P. A.)* was explicitly 
over-ruled in Jn re Canada Dry Ginger Ale, 86 F. (2d) 830, 832-833 (C. C. P. A.), 
and In re Lamson & Co., 135 F. (2d) 1021 (C. C. P. A.). Except for the over- 
ruled Plymouth Motor case, I find no decision sustaining plaintiff's argument, nor 
do my colleagues cite any. 

Perhaps for that reason, my colleagues invoke the new Trade-Mark Act of 
1946, Sec. 2(e) of which authorizes the registration, on and after July, 1947, of 
a mark that “when applied to the goods of the applicant is” not “primarily geo- 
graphically descriptive” or not “deceptively misdescriptive of them.”’ Presumably 
(I am not sure) my colleagues think that this provision alters existing “law,” 
expunging the decisions cited in the preceding paragraph, so that, if registered 
thereunder, La Touraine would be a valid mark, merely because plaintiff’s coffee 
is neither grown nor processed in France. Whether this section should be so 
interpreted I think we should not here consider: The striking fact is that this new 
statute, by its express terms—see Section 46(a)—has no legal effect until July, 
1947. Maybe—although I incline to doubt it—Congress could have made retro- 
active the substantive aspects of this legislation. Since, however, Congress pur- 
posely refrained from doing so, I think a court exceeds its powers in thus applying 
it. I see no warrant for holding that defendants’ rights are governed by this new 
Act, especially as Section 46(a) provides that it “shall not affect any suit, proceed- 
ing or appeal * * * pending.” 

Even more important than the consequences to the defendants here is the point 
that we should not create a precedent, founded on that statute, not yet effective, 
adverse to the many persons who have heretofore used trade-names under the ex- 
isting Act as heretofore interpreted. 





6. The Tabasco case, M’Ilhenny v. Gaidry, 253 F. 613 (C. C. A. 5) was recently differ- 
entiated in Kraft Cheese Co. v. Coe, 146 F. (2d) 313 (App. D. C.), on the ground that Tabasco 
is a “comparatively unknown place.” Moreover it should be noted that the name “Tabasco” 
had acquired a secondary meaning at the time when the alleged infringement was commenced. 

7. In Havana Commercial Co. v. Nichols, 155 F. 302 (D. C.), cited by plaintiff, the court 
said there was no such place as “Carolina,” since North Carolina, South Carolina, and the 
Carolina Islands were not “Carolina.” 

8. There the name “Plymouth” was used in connection with the name “Chrysler” and a 
drawing of a sea-going vessel. 








. 
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My colleagues refer to this new Act as a “codification of trade-mark law” which 
may perhaps imply that it but restates the existing “law.” If so, then my colleagues 
will, I think, find it impossible to cite cases sustaining plaintiff’s contention (2.e., 
that the mark is not “merely geographical” because plaintiff's coffee is not grown 
or processed in France).’ Probably, however, my colleagues used ‘‘codification” 
in a broader sense, since they add that the 1946 statute “not merely amplified the 
Act of 1905, but gave to this property right a legislative standing it had not had 
before.” 

Of course, I agree that “we should hesitate to go against” a “clearly ex- 
pressed . . . . legislative intent,” and should not deny to anyone rights derived 
from a “grant” of this “statutory protection”’—if and when a case comes before 
us to which this legislation applies. But I cannot comprehend how we have the 
right to regard that new legislative intent when Congress, in the plainest words, 
told us not to concern ourselves with it for another year. To construe that statute 
in this litigation is to render an advisory opinion, to decide a hypothetical case. 
(Indeed, as the new Act had not been enacted when the case was argued before 
us, neither party discussed it in briefs or oral argument.) 

6. Most of the precedents by plaintiff in support of its position are not at all 
in point, being cases where a “secondary meaning” had been acquired in a geo- 
graphical name, so that it no longer had the general significance which it otherwise 
would have had.*® Fleischmann v. Schuckmann, 62 How. Pr. (N. Y.) 92, cited 
by my colleagues—relating to the use of the name “Vienna” as a label for a dis- 
tinctive loaf of bread—is a case of this kind; in addition, in that case, there was 
direct imitation by the defendant not only of the name but of the label.” 

Such cases are not apposite here. For (as indicated above) the trial judge 
explicitly found as a fact (in his opinion,’” as well as in his subsequent more formal 
findings) that plaintiff had not proved acquisition of a secondary meaning. This 
finding my colleagues nowhere mention. They merely say, without discussing 
the evidence, that plaintiff, “through a broad and varied program of advertis- 
ing .... attained a position of eminence in the industry, selling some fifteen million 
pounds of coffee alone each year.” But nothing is said by my colleagues about 
the place of that advertising and the distribution of those sales. Here is what the 
record shows: 

Plaintiff's witnesses testified in the presence of the trial judge that it expended 
about $45,000 annually for advertising, but its principal witness said on the witness 





9. I am not to be taken as saying that I think the 1946 Act will bear that interpretation. 

10. See, e.g., Elgin National Watch Co. v. Illinois Watch Co., 179 U. S. 665, 675, 676; 
Indian Territory Oil & Gas Co. v. Indian Territory Oil Co., 95 F. (2d) 710 ( C. C. A. 10); 
Governor etc. Trading Into Hudson Bay v. H. Bay Fur Co., 33 F. (2d) 801 (D. C.); Jewtsh 
Colonization Assn. v. Solomon & Germansky, 154 F. 157 (C. C. A. 2); Caron Corp. v. Maison- 
Jeurelle Seventeen, 26 F. Supp. 560; The Anheuser-Busch case, 295 F. 306 (C. C. A. 2) is 
not apposite, as the name was registered under the “ten-year clause.” In Stein v. Liberty Garter 
Mfg. Co., 198 F. 959 (D. C.) the question of the geographical character of the name “Paris” 
was not discussed. 

11. As already noted, M’Ilhenny v. Gaidry, 253 F. 613 (C. C. A. 5), involving the use of 
the name “Tabasco,” was a case of an acquired secondary meaning. 

12. That finding, therefore, is not subject to the criticism whcih my colleagues level at his 
more formal findings. 
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stand that plaintiff’s “biggest expense was in newspapers in New England where 
we use front pages”; that all its radio advertising had been on New England radio 
stations; and that he did not know what part of its advertising was done in the 
New York metropolitan area. Plaintiff’s evidence was vague as to the amount 
of coffee it sold in the area in which defendants do business, i.e., northern and 
northwestern New Jersey and Staten Island. Apparently, much of the coffee 
sold by plaintiff around New York was sold in Manhattan, and a very considerable 
amount in bulk. As to the amount vended by plaintiff to small restaurants—to 
whom alone defendant sells—in defendants’ area, the proof is by no means con- 
clusive. 

On the evidence, we cannot hold that the judge’s finding of fact on this issue 
is “clearly erroneous’; nor do my colleagues do so. It is not without significance 
that plaintiff in its briefs and oral argument in our court did not contest this finding, 
but instead relied on its contention that it has a so-called “technical” trade-mark 
because its name is fanciful, not “merely geographical.” That plaintiff established 
a secondary meaning in New England, or even in an area adjacent to that in which 
defendants trade, is not enough to give plaintiff a monopoly in that latter area.” 
Its rights there depend on its use there. The “mark means one thing in one market, 
an entirely different thing in another,” a trade-mark being like neither a patent 
nor a copyright.” 

7. If the foregoing is correct, plaintiff had no monopoly in defendants’ trading 
area, and therefore defendants did not infringe. But even assuming, arguendo, that 
plaintiff had established such a monopoly, I think there was no infringement. 

My colleagues stress Eben’s alleged bad faith which, were it proved, would 
undoubtedly strengthen plaintiff’s case on the infringement issue., i.c., on the issue 
of the likelihood of confusion between the two names. But the same evidence 
which supports the trial judge’s finding as to lack of a secondary meaning of 
“LaTouraine” in defendants’ territory also goes to support his finding as to Eben’s 
good faith when his company adopted the name Lorraine: Eben, up to that time, 
had been working as a coffee salesman in that same territory, and plaintiff did 
not prove that its name had there become well known to the trade. 

We exceed our authority, I think, if we say that the trial judge, who heard 
and saw the witnesses, was obliged to disbelieve Eben and to believe the testimony 
of his former employer (who, plaintiff admits, had a deep grudge against Eben). 
We have recently been admonished several times by the Supreme Court not to 
assert our own view of the facts on the basis of a mere printed record.” Judge 











13. This, too, is the area in which defendant Eben had worked as a salesman before he 
went into business on his own through the defendant corporation. 

14. See, e.g., United Drug Co. v. Rectanus Co., 248 U. S. 90; Hanover Star Milling Co. 
v. Metcalf, 240 U. S. 403; cf. U. S. Printing Co. v. Griggs & Co., 279 U. S. 156, 158, 159. 

15. United Drug Co. v. Rectanus Co., Supra; cf. Pretonettes v. Coty, 264 U. S. 359, 
368 


16. Restatement of Torts, §729 (b) and comment (f); Eastern Wine Corporation v. 
Winslow-Warren, Ltd., Inc., 137 F. (2d) 955, 960 (C. C. A. 2). 
17. Bihn v. United States, — U. S. — (June 10, 1946); Kotteakos v. United States, — 


U. S. — (June 10, 1946) ; Bollenbach v. United States, 326 U. S. 607; Weiler v. United States, 
323 U. S. 606, 611. 
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Learned Hand, when he wrote his opinion in Ramopa Co. v. A. Gastun & Co., 
278 F. 557 (D. C.), cited by my colleagues, was sitting as a trial judge who had 
seen and heard the witnesses; consequently his disbelief of defendants’ testimony 
in that case was obviously within the scope of his authority.’* Moreover, the seem- 
ingly improbable sometimes turns out to be the truth; and the courts have often 
held that a determination of whether the improbable has occurred, and the calcu- 
lation of probabilities, are for the trier of the facts, judge or jury, if that trier has 
seen and heard the witnesses.” For us, in a case like this, to pass on the veracity 
and credibility of the witneses would be, as we have recently said, “to convert 
an appellate into a trial court.” ” 

My colleagues suggest that the trial judge’s opinion reveals his sympathy with 
the defendants. To me, that fact seems irrelevant. The motives of all men, judges 
included, are tangled. But we should know, from our own experiences on the 
bench, that a judge can, as he should, put to one side irrelevant sympathies, and 
that to do so is especially easy when, as here, a judge is consciously aware of and 
articulates them; the mischievous prejudices are precisely those of which one is 
not fully aware.” 

There is no escape from the circumstance that the trial judges, because they 
conduct the fact-finding process, are the most important judicial officials.” Fact- 
finding, when a judge sits without a jury and the record consists of oral testimony, 
is his responsibility, not that of the upper courts. Only when it is clear beyond 
doubt that he has closed his eyes to the evidence, may an upper court properly 
ignore his version of the facts. Since his “finding” of “facts,” responsive to the 
testimony, is inherently subjective (1.e., what he actually believes to be the facts 
is hidden from scrutiny by others), his concealed disregard of evidence is always 
a possibility. An upper court must accept that possibility, and must recognize, 
too, that such hidden misconduct by a trial judge lies beyond its control. Only, 
perhaps, by psycho-analyzing the trial judge could his secret mental operations be 
ascertained by us; and we are not skilled in that art, which, at the least, would 
require many hours of intensive personal interviews with the judge. 

8. Undeniably, on the issue of infringement, confusion of customers is pivotal. 
I agree that there need be no proof of actual instances of such confusion—where its 
likelihood is unmistakably clear. Where that is the case, an appellate court may 
reject a contrary conclusion by the trial judge. 

However, courts, when not guided by evidence, may easily go wrong on that 
subject. Tests made by a competent psychologist of the reactions to trade-names 
that had been previously involved in litigation indicate that the judicial decisions 
have not infrequently failed to match the responses of ordinary consumers.” 
Even without the benefit of such tests here, however, I would agree that, were 











18. Moreover, as the opinion discloses, the discredited testimony was far more improbable 
than Eben’s. 

19. See cases cited and quoted in Arnstein v. Porter, 154 F. (2d) 464, 469 (C. C. A. 2). 

20. Arnstein v. Porter, supra, at 472-473. 

21. In re J. P. Linahan, Inc., 38 F. (2d) 650, 652-653, (C. C. A. 2). 

22. United States v. Forness, 125 F. (2d) 928, 942 (C. C. A. 2); cf. Greene, The Duty 
Problem in Negligence Cases, 28 Col. Law Review (1928) 1014, 1037. 
23. Burtt, Legal Psychology (1931) Ch. 20. 
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the customers, for whose patronage plaintiff and the defendants compete, ordinary 
retail buyers, there would be enough likelihood of confusion to prove infringe- 
ment. 

Sut here the defendant company does not sell to ultimate consumers; nothing 
in this record even intimates that such persons, when they drink that defendant’s 
coffee, are aware that it bears any particular name. For defendants sell solely at 
wholesale to owners of small restaurants; and there is no evidence that they in- 
form their retail customers of the brand sold to the latter at retail by the cup. 
Concededly, there is no similarity in the packages of the parties; the only similarity 
consists in the names. This, then, is decidedly pertinent: With respect to probable 
confusion, whether the class of buyers is sophisticated has been held to be a matter 
of prime importance. See, e.g., Pyle National Co. v. Oliver Electric Manufactur- 
ing Co., 281 F. 632, 635 (C. C. A. 8); Everlasting Val Co. v. Schiller, 21 F. (2d) 
641 (D. C.); Standard Acc. Ins. Co. v. Standard Surety & Casualty Co., 53 F. 
(2d) 119, 121 (D. C.); T. Woods & Sons v. Valley Iron Works, 191 F. 196, 201 
(D. C.); Dunlap v. Willbrand Surgical Co., 151 F. 223, 232 (C. C. A. 8); ef. 
N. K. Fairbank v. R. W. Bell Mfg. Co., 77 F. 869, 875 (C. C. A. 2); Ph. Schneider 
Brewing Co. v. Century Distilling Co., 107 F. (2d) 699, 704 (C. C. A. 10). 

In the absence of evidence of actual instances of confusion, or of tests (of the 
sort above mentioned) showing probable confusion, in the minds of the wholesale 
buyers from the defendant company, I think we ought not to over-rule the trial 
judge. At most (assuming plaintiff’s exclusive title to the name), we should 
remand for further evidence on the confusion issue. 

9. We have said that the paramount interest to be protected in these trade- 
name cases is the consumers’.* The courts, therefore, should not go out of their 
way (as my colleagues, I think, are doing here) to create such a judge-made 
monopoly where no evidence of needed protection for that interest has been pre- 
sented.” It will not do for my colleagues to say that “a monopoly of the words 
‘LaTouraine-Lorraine’ for the coffee bean hardly seems world-shattering.” For, 
although decisions “in this area of trade-mark law” may not be “conclusive,” they 
do tend to breed their own kind; and the decision in the instant case, if followed 
in others, will yield a multitude of judge-made name monopolies granted by the 
courts without, I think, due regard for the public welfare.” What I have said 





24. See, e.g., Eastern Wine Corp. v. Winslow-Warren, Ltd., 137 F. (2d) 955 (C. C. A. 2); 
cf. Johnson & Son v. Johnson, 116 F. (2d) 427, 429 (C. C. A. 2); R. C. A. Manufacturing Co. 
v. Whiteman, 114 F. (2d) 86, 90 (C. C. A. 2); Standard Brands, Inc. v. Smidler, 151 F. (2d) 
34, 38 (C. C. A. 2). 

25. As it might be asserted that, pursuant to Erie R. Co. v. Tompkins, 304 U. S. 64, we 
should, at least on the issue of secondary meaning, follow “state law,” it may be well to note the 
paucity of relevant New York decisions and the trend in New York toward strictness in this 
field. See Zlinkoff, Monopoly Versus Competition, 53 Yale Law Journal (1944) 514, 550-551. 

26. There can be no doubt that the monopolies built up under the trade-name doctrine are 
judge-made. In recent years, the courts, conscious of that fact—and of the need to protect the 
public—have been more cautious than they had been theretofore in creating such non-statutory 
monopolies. See my concurring opinion in Standard Brands, Inc. v. Smidler, 151 F. (2d) 34, 
38-42 (C. C. A. 2). 

As has often been noted, the Trade-Mark Act of 1905 affected procedure only, and added 
nothing substantively to the judge-made doctrine (except in so far as increased facilities for 
obtaining remedies can be said to augment “substantive rights”). 
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elsewhere “ will demonstrate that I am not a victim of monopoly-Phobia, actuated 
(to quote my colleagues) by “some remote fears of . . . . social disaster” which 
might be caused by adherence to the judicial precedents concerning trade-names. 
My dissent here stems from my belief that this particular plaintiff has not shown 
that, within the doctrine of these precedents, it has a name-monopoly in the area 
which justifies us in stopping defendants’ competition. This decision, I think, 
unjustly interferes with the defendants and, in departing from accepted principles, 
opens the door to other monopolies improper under the existing law.” 





TRIANGLE PUBLICATIONS, INC. v. HANSON, et AL. 
District Court, E. D. Missouri, E. Div. 
May 16, 1946 


TRADE-MARKS—JURISDICTION OF COURTS 

A substantial allegation of the registration of a trade-mark under the Act of 1920 is 
sufficient to give the District Court jurisdiction of merits. 

Where the court acquires jurisdiction under the Trade-Mark Act, even though the court 
find against the plaintiff as to the validity of the trade-mark the court will retain jurisdic- 
tion and determine the issues upon the merits. 

TRADE-MarKs—Nor DESCRIPTIVE 

“Seventeen” is not descriptive of magazine for teen age girls. 
TRADE-MARKS—GENERAL PRINCIPLES 

There can be no property rights in trade-mark as such. 
UNFAIR COMPETITION 

Ordinarily there can be no infringement and no unfair competition or unfair trade prac- 
tice as between the publisher of a magazine and the manufacturer of women’s clothing. 
They are not of the same descriptive properties. But defendant unfairly competes in the 
instant case wherein the plaintiff, publisher of Seventeen magazine for teen age girls, 
promotes sales of dresses advertised in magazine by use of store advertising featuring 
Seventeen and where defendant’s dresses for teen age girls are sold in same stores under 
“Seventeen for Junior Teens,” “Seventeen” being emphasized. 


27. In Eastern Wine Corp. v. Winslow-Warren, Ltd., 137 F. (2d) 955, 958-959 (C. C. A. 2), 
speaking for the court, I said: “There are some persons, infected with monopoly-phobia, who 
shudder in the presence of any monopoly. But the common law has never suffered from such 
a neurosis. There has seldom been a society in which there have not been some monopolies, 
i.e., special privileges; the legal and medical professions have their respective guild monopolies ; 
the owner of real estate, strategically located, has a monopoly; so has the owner of a valuable 
mine; and so have electric power companies. No one seriously questions whether there should 
be some monopolies; the only question is as to what monopolies there should be and whether 
and how much they should be regulated legislatively or curbed judicially.” See also my 
concurring opinion in Standard Brands, Inc. v. Smidler, 151 F. (2d) 34, 37, 42 (C. C. A. 2). 

28. My colleagues’ facile use of the phrase “property right” to describe plaintiff’s interest 
is perhaps revelatory: “The underlying question in this and similar cases is precisely whether, 
considering the conflicting social interests, the plaintiff should be accorded governmental aid 
through an order of a governmental agency, a court. Only if the government, through a court, 
grants that aid does the plaintiff have a “property right.” For convenience, that phrase may be 
used as a shorthand label for the fact that plaintiff has received, or will receive, such assist- 
ance; it should not, however, be said or thought that he is so aided because he has such a 
“right.” The label should not be allowed through circular (boot-strap-lifting) reasoning to 
obscure the basic question of policy which the court ought squarely to face. See Feliz Cohen’s 
brilliant discussion, “What’s in a Trade-Name,” in his article, Transcendental Nonsense and The 
Functional Approach, 35 Col. Law Review (1935) 809, 814-817; cf. 842, 849; cf. Standard 
Brands, Inc. v. Smidler, supra, at 40. 
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In the retail field, business of plaintiff and defendant are of same descriptive properties. 
Confusion of purchasers as to whether defendant’s dresses were advertised in Seventeen 
is likely. 

UNFAIR COMPETITION—INJUNCTIVE RELIEF. 


Plaintiff is entitled to permanent injunctive relief enjoining defendants from further 
use in any manner whatsoever of the word “Seventeen” in the manufacture, sale, distribu- 
tion and advertising of their dresses. 


Action by Triangle Publications, Inc., against Gilbert E. R. Hanson and Joseph 
Schwartz for trade-mark infringement and unfair competition wherein defendants 
counterclaimed for unfair competition. Judgment for plaintiff. 


Samuel H. Liberman and Shepley, Kroeger, Fisse & Ingamells, both of St. Louis, 
Mo., and Bell, Murdoch, Paxton & Dilworth, Philadelphia, Pa., for plaintiff. 

Howard Elliott, Aubrey B. Hamilton, and G. T. Priest, all of St. Louis, Mo., and 
Charles Sonnenreich, New York, N. Y., for defendants. 


Duncan, D. J.: 


Plaintiff is a corporation organized under the laws of the state of Delaware, 
with its principal office in Philadelphia, Pennsylvania. It is the publisher of the 
Philadelphia Public Ledger and of numerous other publications, including the 
magazine Seventeen which is published in the City of New York and devoted to 
the interests of girls in the teen age group from 13 to 17 or 18 years of age. 

The defendants Gilbert E. R. Hanson and Joseph Schwartz, are co-partners, 
residents of the City of St. Louis, Missouri, and engaged in the manufacture and 
sale to retailers of dresses for teen age girls, under the trade-name “Seventeen for 
the Junior Teens.” 

Plaintiff alleges that it is the owner of the trade-mark “Seventeen” and that 
the defendants have copied said trade-mark, and have been guilty of unfair trade 
practices in the use of said name in the advertising and sale of their dresses under 
the trade-name “Seventeen for the Junior Teens.” 

In their brief the defendants attack the jurisdiction of the court on the ground 
that there is no substantial allegation in plaintiff’s complaint as to the validity of 
the trade-mark “Seventeen,” and that on account thereof, the action for unfair 
trade practices must be based upon diversity of citizenship and jurisdictional 
amount and insist that there is complete lack of any showing as to the jurisdictional 
amount, and that the court therefore, is without jurisdiction to try and determine 
the case on its merits. 

The defendants deny the validity of the trade-mark “Seventeen” ; deny that they 
have been guilty of unfair trade practices with respect thereto, and contend that 
there can be no unfair competition between the publisher of a magazine and the 
manufacturer of girls’ dresses, because the businesses are dissimilar and their 
merchandise not of the “same descriptive properties.” 

By way of counterclaim, defendants contended that the plaintiff wrongfully 
threatened certain department stores, manufacturers of fabrics from whom defend- 
ants purchased materials, and other persons who were purchasers, or about to 
become purchasers of defendants’ merchandise, with suits for infringement if they 
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continued to deal or dealt with the defendants in the purchase and sale of defendants’ 
merchandise to be sold under the trade-name “Seventeen for the Junior Teens.” 

With regard to the jurisdiction of the court, the plaintiff alleges inter alia 
that it is the owner of the trade-mark “Seventeen” which has been registered in 
the United States Patent Office, and that the defendants have wrongfully appro- 
priated the word as its trade-name in the manufacture of teen age dresses. 

A substantial allegation of the registration of a trade-mark under the Act of 
1920, 15 U. S. C. A. Sec. 85, 41 Stat. 535 is sufficient to give the District Court 
jurisdiction of the merits, Armstrong Paint & Varnish Co. v. Nu Enamel Corp., 
305 U. S. 315; Dwinell-Wright Co. v. National Fruit Products Co., 140 F. 2d 
613 [34 T.-M. Rep. 128]. 

Moreover, it is a well-settled principle of law that where the court acquires 
jurisdiction under the Trade-Mark Act, even though the court find against the 
plaintiff as to the validity of the trade-mark, the court will retain jurisdiction and 
determine the issues upon the merits, Armstrong Paint & Varnish Co. v. 
Nu-Enabel Corp., supra; Dwinell-Wright Co. v. National Fruit Products Co., 
140 F. 2d 618, supra [34 T.-M. Rep. 128]; Hurn v. Oursler, 289 U. S. 238 
[23 T.-M. Rep. 267]; Lewis v. Vendome Bags, 108 F. 2d 16. 

It seems to me that the allegation with respect to the registration, ownership 
and infringement of the trade-mark is plainly substantial and is sufficient to confer 
jurisdiction upon this court. 

There is no question about the residence of the parties and the diversity of 
citizenship. At the conclusion of the trial, one of counsel for defendants stated: 
“Mr. Priest: May I correct one idea, Your Honor, as to the question of jurisdic- 
tion? There is no question of the Court’s jurisdiction at all in this matter; the 
diversity of citizenship is sufficient. But coming to apply the law of unfair com- 
petition, the cause of action having arisen in this jurisdiction, the Missouri law 
would govern.” 

While there is no direct proof as to any loss sustained as a result of the 
infringement of the trade-mark, or because of unfair competition or trade practices, 
it would seem that because of the very nature of the case, considering the extent 
of the circulation of plaintiff’s magazine—750,000; the charge for advertising 
($1800 a page), and the extent of the sales of defendants’ merchandise, the amount 
involved is in excess of $3000. The question of jurisdiction upon either theory 
is ruled against defendants. 

The next question raised by the defendants is that of the validity of the trade- 
mark. A fuller understanding of the facts regarding the selection of the name 
“Seventeen” and its significance, will be desirable. For a number of years prior 
to the middle of May, 1944, the plaintiff had been publishing a magazine known 
as Stardom. It was deemed advisable to abandon the publication of that magazine 
and to publish a different type of magazine under another name, and the name 
“Seventeen” was selected. The new publication to be devoted exclusively to the 
problems of girls between the ages of 13 and 17 or 18 years of age, particularly 
with respect to style in all of its complicated phases; to cosmetics, and to other 
objects of personal adornment; to written articles dealing with the problems of 
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this teen age group of girls in their relations with each other, with their seniors, 
with their families and with their country. In short, it was to be a magazine de- 
voted to the physical, esthetic, psychological and educational problems of girls 13 
to 17 or 18 years of age. 

In its appeal to this group of girls, plaintiff proposed to advertise extensively 
such commodities as above mentioned, produced by the various manufacturers of 
the country. Naturally a name which would immediately be suggestive of the 
purposes of the magazine and appeal to the group to which it was to be directed 
was of the utmost importance. The name “Seventeen” was suggested by the book 
“Seventeen” written by Booth Tarkington in 1915. A reading of that interesting 
book and an analysis of the characters portrayed by the author, all of whom were 
teen-agers from 17 down, immediately will suggest the significance of the name 
“Seventeen.” 

To use the words of Mrs. Valentine, the editor-in-chief-—“the name epitomizes 
the very spirit of the group of girls I hoped to reach.” Before the adoption of 
the name, a communication was addressed to Booth Tarkington requesting his per- 
mission for its use, and such permission was granted. 

It is a well-recognized fact that this particular group of young people, both 
male and female, pass through a state of mind on their way to womanhood and 
manhood that is experienced at no other period in life. Their parents and teachers 
are thoroughly familiar with the condition and the problems resulting from it. To 
some extent they have a language of their own, certain types of clothing appeal 
to them, their problems weigh more heavily upon them and attain greater signifi- 
cance than at any other period in life. It is therefore natural that in the publication 
of a magazine to appeal to this particular group, realizing their state of mind, their 
problems and their customs, a word which would immediately upon sight reflect 
their interest and problems, would be highly desirable. The publishers of the 
magazine thought the word “Seventeen” did just that. 

The magazine is approximately 10 x 13 inches in size and the word “Seventeen”’ 
appears across the top of the cover page in letters approximately two inches in 
height and of a width in proportion to the size of the magazine. Also upon the 
colored cover is usually to be found the picture of a very attractive young girl 
clothed in apparel suitable to her particular type. So it was with all of these 
things in mind that the name “Seventeen” was selected as the name of the maga- 
zine. 

On August 22, 1944, plaintiff filed an application for the registration of the 
name “Seventeen” as a trade-mark, and on January 9, 1945, the Commissioner of 
Patents issued to plaintiff certificate of registration No. 411,294. 

The defendants contend that the word “Seventeen” is a descriptive word; 
that it is descriptive of the age of a person. I am inclined to believe that it is 
suggestive rather than descriptive—suggestive of youth and adolescence. Applica- 
tion of Stephens-Adamson Mfg. Co., 49 App. D. C. 181, 262 F. 635; Reardon 
Laboratories v. B & B Exterminators, 71 F. 2d 515; Industrial Rayon Corp. v. 
Dutchess Underwear Corp., 92 F. 2d 33, certiorari denied 303 U. S. 640; General 
Shoe Corp. v. Rosen, 111 F. 2d 95 [30 T.-M. Rep. 227-438]; Pennzoil Co. v. 
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Crown Central Petroleum Corp., 50 F. Supp. 891, affirmed 140 F. 2d 387, certiorari 
denied 322 U. S. 750 [33 T.-M. Rep. 440] ; Gannert v. Rupert, 127 F. 962; In re 
One Minute Washer Co., 95 F. 2d 517, 25 C. C. P. A. Patents, 978; Esquire, Inc. 
v. Esquire Bar, 37 F. Supp. 875 [31 T.-M. Rep. 308]. 

The defendants also contend that at the time they appropriated the name 
“Seventeen” as their trade-mark, it had not attained a secondary meaning or sig- 
nificance, identifying it as plaintiff's magazine. In this regard, plaintiff contends 
that it must have attained such significance as the property of the plaintiff. 

A determination of this question requires a further brief history of the organ- 
ization of the magazine Seventeen and what was done in connection with its promo- 
tion. As heretofore stated, it was determined in May, 1944, to publish a magazine 
devoted to the interest of the teen age group of girls. To a very large extent the 
new publication took over the organization and personnel of its predecessor— 
Stardom. 

After the selection of the new name, and during the month of August, 1944, in 
excess of $35,000 was expended in advertising the name “Seventeen.” The first 
publication came out on September 1, 1944, and contained 86 pages, 46 pages of 
which were devoted exclusively to the advertising of teen age apparel, and had a 
circulation between 380,000 and 385,000. Between the first of August and the 
end of December, 1944, in excess of $150,000, had been expended in radio, news- 
paper, trade journal and school paper advertising. Such advertising was very 
largely directed to those persons engaged in the manufacture and sale of the so- 
called “teen age” apparel, and from whom the magazine obtained, or expected to 
obtain, its advertising. 

The magazine grew rapidly in size and in circulation. The March edition, 
attached to the Complaint, had 160 pages. In view of the rapid increase in circu- 
lation and the extent of the advertising campaign incident to the publication of the 
magazine, it would clearly seem that the name had attained a secondary meaning. 


No particular period of use is required. In some cases the special significance is not 
acquired even after an extended period of use; in others it is acquired after a brief period. 
The issue in each case is whether or not in fact a substantial number of present or pro- 
spective purchasers understand the designation, when used in connection with goods, 
services or a business, not in its primary lexicographical sense, but as referring to a par- 
ticular person or association. Restatement of Torts, vol. 3, Section 716 comment d. 


That the name had attained a secondary meaning may further be attested by the 
number of inquiries from persons almost immediately after its launching, seeking 
permission to use the name “Seventeen” as the name of some product such persons 
were creating. 

In fairness to the defendants, only one of whom testified, it was stated that 
they did not know at the time they appropriated the name that it had been adopted 
and was being used as the name for the publication of plaintiff’s magazine. This 
however, will be discussed later in this memorandum. 

Thus it would clearly seem that the name “Seventeen” had acquired a second- 
ary meaning as plaintiff’s publication. The word is arbitrary and fanciful, is sus- 
ceptible of appropriation for individual and exclusive use; it “epitomizes” the spirit 
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of the group of girls to which the magazine is intended to appeal. Plaintiff is 
therefore entitled to its exclusive use as a trade-mark in the publication of its 
magazine and in the conduct of the business incident to its publication, sale and 
distribution. 

We come now to the more perplexing question as to whether or not there can 
be unfair competition between the plaintiff in the publication of its magazine and 
the defendants in the manufacture and sale of their dresses for teen age girls. 
Defendants say not. They contend that even though the word “Seventeen” be 
valid as a trade-mark, and that it had attained a secondary meaning, yet as the 
publishing of a magazine and the manufacture of girls’ dresses are not of the 
same descriptive properties as defined in the statute, 15 U. S. C. A. Sec. 85, 41 
Stat. 535, that there can be no competition, and that there could be no palming off 
of the goods of one for the goods of the other. 

At this point it may be well to state the defendants’ position with respect to its 
selection of the trade-name “Seventeen for the Junior Teens” and the fact that 
the defendants insist upon their right to use it notwithstanding the use of the word 
“Seventeen” by the plaintiff as a name of its magazine. 

For many years prior to the summer and fall of 1944 defendant Hanson had 
been engaged in the manufacture of women’s apparel, and for nine years prior 
thereto, had been employed by the Forest City Manufacturing Company of St. 
Louis, and had enjoyed phenomenal success with that company. For some time 
prior to the summer of 1944 the defendant Hanson had entertained a desire to 
engage in the manufacture of dresses for the so-called “teen-age” group of girls, 
on his own behalf, and had discussed his desired venture with a number of his 
friends, but it was not until July 31, 1944, that he actually resigned his position with 
the Forest City Manufacturing Company and began the organization of his own 
business. 

According to defendant Hanson’s testimony, the name “Seventeen” was first 
suggested to him by one of his friends as early as 1942, but he rejected the sug- 
gestion as not being appropriate, he having in mind numerous other names. Seem- 
ingly, it is a custom among manufacturers of dresses to adopt a trade-name under 
which such dresses are sold. On October 9, 1944, more than thirty days after the 
first publication of the magazine Seventeen the defendants decided to adopt the 
name “Seventeen for the Junior Teens” as a trade-name for their proposed line 
of dresses, and caused a telegram to be sent to Mr. Sonnenreich, one of the attorneys 
in this case, to inquire whether or not it could be used. The telegram’ definitely 
discloses that on October 9 the defendants knew of the magazine Seventeen. 
Mr. Sonnenreich caused a search to be made in the copyright office section covering 





“October 9, 1944 


1 


“Mr. Charles Sonnenreich 

“1501 Broadway 

“New York, New York 
“Individual here organized junior dress company named Seventeen desires register mark. 

Search if registered for dresses. New magazine using same name is mark registered. Would 

this conflict with dress business. 


“Day Letter Samuel C. Klein 
“Charge our Mary Muffet Account” 





i 
: 
4 











TRIANGLE PUBLICATIONS v. HANSON 289 


~ 





dresses. No such name had been recorded in that section and Mr. Sonnenreich 
so reported and advised that in his opinion the name “Seventeen” might be adopted 
and used by defendants. 

Hanson says that the selection of the name “Seventeen” by the defendants 
was prompted by a demand for a new size “7” dress for young girls, and that by 
joining the numeral “7” to the often used word “teen” in refering to girls in the 
age group for whom he proposed to manufacture dresses, resulted in ‘7-teen.” 
However, in none of defendants’ advertising is there to be found the use of such 
a term as “7-teen.” On the contrary, it is fully spelled out in its use by them. 
The telephone in their business office in St. Louis was listed in the directory as 
the “Seventeen Dress Co.” 

On January 5, 1945, defendants filed an application for a copyright as a trade- 
mark of “Seventeen for the Junior Teens” and on February 28, 1945, the applica- 
tion was denied by the Patent Office on the ground that it was descriptive of a size. 

The defendants made no use of the name until in November, 1944, three months 
after the first issue of the magazine, and then in connection with the display of 
their proposed line of dresses in} New York, which were to be manufactured and 
delivered the following spring. In fact, none of the defendants’ dresses bearing 
the trade-name “Seventeen for the Junior Teens” were delivered until in May, 
1945. A circular letter was sent on January 15, 1945, calling the attention of the 
trade to the new line and one ad was run in the Retailers Market News on May 
19, 1945. In the letter and in the ad the trade-name was used and the name was 
on the door of Hanson’s headquarers in New York in November. Thus it will 
be seen that at the time the name came into any use whatsoever by the defendants, 
it had already been adopted and in use for several months by the plaintiff, and large 
sums of money had been expended in advertising it, and several issues of the maga- 
zine Seventeen had been placed upon the market. 

The defendant Hanson and Mrs. Valentine, the editor-in-chief of the magazine, 
had a discussion on December 1, 1944, concerning the entry by the defendants into 
the field of manufacturing junior teen dresses, and during the course of the con- 
versation, the use by the defendants of the name “Seventeen for the Junior Teens” 
arose, and when asked by Mrs. Valentine why he had chosen that name, he said: 
“Well, Mrs. Valentine, I selected the name Seventeen because I believed it typified 
the very type of customers that I am catering to. And I said to her ‘Why did you 
select the name?’ And she inferred practically the same thing. She said that 
she was catering to exactly the same type of customer that I was.” 

From the evidence it must be determined that at the time the defendants selected 
the name “Seventeen for the Junior Teens” as a trade-name for their line of dresses, 
they knew that the name “Seventeen” had been selected by the plaintiff as a name 
for its magazine, which was to be devoted to the advertising of junior teen dresses 
and other apparel for girls. Paraphrasing the statement of a distinguished jurist, 
one cannot escape the conclusion that the defendants were overcome by the sight 
of a well-built, gassed, oiled and chauffeured vehicle ready to go, and could not 
refrain from attempting a free commercial “ride” upon it. 

Before any dresses had been manufactured and delivered by the defendants, 
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they had been notified by the plaintiff that they would be held to legal accountability 
if they attemped to use the trade-mark of the plaintiff as a trade-name in the manu- 
facture of their dresses, and they elected to stand upon their conclusion that they 
had the right to the use of the name. 

There can be no property rights in a trade-mark as such. 


The mere fact that one person has adopted and used a trade-mark on his goods does 
not prevent the adoption and use of the same trade-mark by others on articles of a differ- 
ent description. There is no property in the trade-mark apart from the business or trade 
in conection with which it is employed. At law trade-mark is but a part of the broader 
law of unfair competition, the general purpose of which is to prevent one person from 
passing off his goods or his business as the goods or business of another. Citing United 
Drug Co. v. Rectanus Co., 248 U. S. 90-97. Hanover Star Milling Co. v. Metcalf, 240 
U. S. 403-13-14. 


Ordinarily there can be no infringement and no unfair competition or unfair 
trade practice as between the publisher of a magazine and the manufacturer of 
women’s clothing. Definitely they are not of the same descriptive properties. 
However, the evidence in this case shows an unusual condition and a striking 
similarity between some phases of plaintiff's business and that of the defendants. 

In addition to the ordinary functions incident to the publication and circulation 
of a magazine such as plaintiff publishes, it also has a sales promotion policy 
designed to promote the sale of dresses which have been advertised in its magazine. 
In that connection it has experts in styles and salesmanship who go to the depart- 
ment stores offering for sale dresses which have been advertised in Seventeen to 
assist in formulating sales promotion plans for the sale of such dresses. For a 
consideration it supplies its advertisers with various types of advertising, such as 
cuts of dresses or garments which have been advertised in its columns. Such cuts 
may be blown up to many times their normal size, and so designed as to be set 
upon the floor in the department in which such merchandise is offered for sale. 
Usually such advertising carries the bold statement “You saw this advertised in 
Seventeen” or, “You saw this in Seventeen.” The word “Seventeen” spelled out, is 
always most prominently emphasized throughout all of such advertising, as well 
as the number “17” appearing at various places upon the advertising. 

Defendants sell their dresses to merchants, department stores and ready-to-wear 
stores that have also purchased and display dresses of like style, price and quality 
from other manufacturers who have advertised such dresses in Seventeen. In the 
dresses manufactured by defendants, there is placed their trade-name “Seventeen for 
the Junior Teens” emphasizing the word “Seventeen.” Defendants supply “hang 
tags” —small pasteboard cards 11%4 x 2% inches, upon which appears their trade- 
name; these tags are attached to the garments. 

Plaintiff likewise supplies, for a consideration, “hang tags” to be attached to 
garments which have been advertised in Seventeen, and call attention of the public 
to that fact. The editor testified that more than one million of these “hang tags” 
had been sold to merchants. 

Under these competitive conditions, dresses made by defendants, and dresses 
made by other manufacturers are displayed by retailers. Each group has empha- 
sized the word “Seventeen.” Under such circumstances, it is very likely that per- 
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sons interested in purchasing such dresses would be confused as to whether defend- 
ants’ dresses had actually been advertised in Seventeen. It seems likely also that 
such persons would also assume that the sale of defendants’ dresses is sponsored 
by the magazine Seventeen. One group of dresses has been advertised in the 
magazine at the rate of $1800 per page—the other group gets the benefit and pays 
nothing. 

In this field the businesses of plaintiff and defendants are of the same “descrip- 
tive properties.” This case is somewhat comparable to the case of Esquire, Inc. v. 
Esquire Bar, 37 F. Supp. 875, 876 [31 T.-M. Rep. 308]. In granting an injunc- 
tion against the defendants, the court said: 


That which strikes me most strongly about this case is the fact that the defendant, 
right in the beginning, sot only adopted the name “Esquire,” but adopted the method 
and means of conveying to the public the thought that the name “Esquire” was connected 
and identified with the signs and symbols and illustrations so pecularily belonging to the 
plaintiff. . . . We do not have here a case where an alleged infringer has voluntarily 
and normally developed in a certain locality the use of a name, with no secondary mean- 
ing, but the defendant has deliberately assumed to use this name and by its method of 
adoption is shown to have chosen the name “Esquire” because the plaintiff had developed 
it with a secondary meaning. This wrongful adoption and use in its incipiency cannot 
now be viewed as innocent... . 


The recent case of Atlas Diesel Engine Corp. v. Atlas Diesel School, 6&0 F. Supp. 
429, 431 [35 T.-M. Rep. 288], decided by Judge Hulen on May 4, 1945, was a 
case in which the defendant, a school devoted to instruction of individuals with 
respect to construction and operation of Diesel engines, was sought to be enjoined 
by the Atlas Diesel Engine Corporation, the manufacturer of Diesel engines. In 
granting the injunction, Judge Hulen stated: 


The defendant’s corporate name, because it includes the word “Atlas” in connection 
with the word “Diesel” is so confusingly similar to that of the plaintiffs that a confusion 
as to identity between plaintiffs and defendant, their activity, advertising, and service 
will result. Such confusion of identities will have the effect of destroying the good- 
will and reputation heretofore established by the plaintiffs; and such confusion of identities 
will result in Diesel engine owners and operators and others interested in Diesel engines 
being led to believe that the graduate students of defendant were trained by plaintiffs. ... 


The court further stated at loc. cit. 431 [35 T.-M. Rep. 288] : 


The law of unfair competition as applied to this case has for its purpose the preven- 
tion of a person from passing off his business as the business of another. Standard Oil 
Co. of New Mexico v. Standard Oil Co. of California, 10 Cir., 56 F. 2d 973 [22 T.-M. 
Rep. 363]. 


In determining this question the phrase “merchandise of the same descriptive 
properties” as used in the statute should receive a liberal construction. L. E. 
Waterman Co. v. Gordon, 72 F. 2d 272 [24 T.-M. Rep. 347]; Del Monte Special 
Food Co. v. California Packing Corp., 34 F. 2d 774 [19 T.-M. Rep. 443] ; General 
Shoe Corp. v. Forstner Chain Corp., 113 F. 2d 127 [30 T.-M. Rep. 454] ; Prouty 
v. National Broadcasting Co., 26 F. Supp. 265 [29 T.-M. Rep. 136]; Atlas Diesel 
Engine Corp. v. Atlas Diesel School, 60 F. Supp. 429 [35 T.-M. Rep. 288]. 
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There is no evidence of any attempt at misrepresentation or to confuse the public 
by either the defendants or by the retailers of their products. Such showing is 
not necessary. As was said in United Drug Co. v. Obear-Nester Glass Co., 8 Cir., 
1940, 111 F. 2d 997, 1000 [30 T.-M. Rep. 365]. 


It is next asserted that there is no evidence of actual confusion. This is of no moment. 
It is sufficient if the proof shows that purchasers are likely to be deceived or confused. 


See also Williamson Corset & Brace Co. v. Western Corset Co., 70 Mo. App. 
424-30-31; Tiffany & Co. v. Tiffany Productions, 262 N. Y. 482, Id. 147 Misc. 
679; Esso, Inc. v. Standard Oil Co., 98 F. 2d 1,5-6 [28 T.-M. Rep. 386] ; Esquire, 
Inc. v. Esquire Bar, 37 F. Supp. 875 [31 T.-M. Rep. 308]. 

Very frequently the dresses and other articles of wearing apparel advertised 
by the manufacturers in Seventeen are in turn advertised in the newspapers by the 
department stores and the ready-to-wear stores, by which they have been purchased. 
In a great many instances the advertisements by the retailers in newspapers are 
quite similar to the advertisement of the same garments advertised in Seventeen. 

In view of al the foregoing, it is my conclusion that defendants have been guilty 
of unfair trade practices and unfair competition in the use of the trade-name “Seven- 
teen for the Junior Teens” and that they should be enjoined in its further use. 

Defendants raise the question that the name “Seventeen,” prior to its adoption 
by the plaintiff, was selected and adopted by others engaged in the manufacture 
of cosmetics and other products. There is no question before the court as to any 
objection on the part of any other person, or as to any competition as between 
such products and the magazine Seventeen or any evidence as to the similarity 
of general descriptive properties of the products. It is therefore not necessary to 
discuss those matters. 

Both parties seem to have enjoyed unusual and unexpected success, particu- 
larly in view of the economic conditions prevailing at the time each business was 
organized. 

There is no evidence that plaintiff has sustained any loss. An accounting is 
denied. Defendants’ counterclaim is dismissed. Plaintiff is entitled to permanent 
injunctive relief enjoining defendants from further use in any manner whatsoever 
of the word “Seventeen” in the manufacture, sale, distribution and advertising of 


their dresses, and to recover its costs. Findings of Fact, Conclusions of Law and 
Judgment may be submitted. 
It is so ordered. 











CALIF. APPAREL CREATORS v. WIEDER OF CALIF. 293 





CALIFORNIA APPAREL CREATORS, Et at. v. WIEDER OF CALIFOR- 
NIA, INC., CALIFORNIA SPORTSWEAR, INC., CORTLEY 
SHIRT COMPANY, INC., Et at. 


District Court, S. D. New York 
May 16, 1946 


TRADE-MARKS—GEOGRAPHIC NAMES 
Manufacturers of wearing apparel do not, because their factories and places of business 
are in the State of California, have a proprietary right to the use of the word “California” or 
“Californian” in their business names or on their merchandise. 
UNFAIR COMPETITION 
Relief against another’s use of a geographic name applied to an article manufactured 
or sold by a plaintiff must be sought on the ground that the word has acquired a secondary 
signification; and the use by another is restrained on the principles of unfair competition, 
and not on the principles underlying the narrower field of trade-mark infringement. 
UNFAIR COMPETITION 
Where geographical name has secondary meaning, indicating not only origin of manu- 
facture, but the name of manufacturer or quality of article made in that locality, name is 
protected against all using it to indicate their products who are not manufacturing within 
the same geographical limits. 
California has no such secondary meaning in wearing apparel field. 
UNFAIR COMPETITION—FEDERAL TRADE COMMISSION AcT 
Plaintiffs urge that the court should enjoin anyone who falsely represents himself as 
manufacturing wearing apparel in California, because the public is thereby deceived. It 
would not be the basis of a private suit by a California manufacturer unless the plaintiff 
could show that the offender’s goods were being passed off on the purchasing public as 
plaintiff’s goods. For deception of the public in advertising one’s wares, the Federal 
Trade Commission may take action. 
PLEADING AND PRACTICE 
Under Rule 56 of the Federal Rules of Civil Procedure, summary judgment of dismissal 
may be granted in an action for an injunction in which unfair competition is alleged. 


Action by California Apparel Creators, et al. against Wieder of California, 
Inc., California Sportswear, Inc., Cortley Shirt Company, Inc., et al., for unfair 
competition. Summary judgment for Wieder of California, Inc., as against all 
plaintiffs; summary judgment for California Sportswear, Inc., and Cortley Shirt 
Company, Inc., as against all plaintiffs except California Sportswear Company. 


Max Feingold and Ezra Grossman, New York, N. Y., for plaintiffs. 

Katz & Heimowits, New York, N. Y., for Wieder of California, Inc. 

Henry Shuman, New York, N. Y., for California Sportswear, Inc. 

Lauterstein, Spiller, Bergerman & Dannett, New York, N. Y. (Leon Lauterstein, 
New York, N. Y., and Richard L. Freund of counsel), for Cortley Shirt Co., 
Inc. 

Robert W. Kenny and Hartwell H. Linney, San Francisco, Calif., amicus curiae, 
for plaintiffs. 


LEIBELL, D. J.: 


This action for unfair competition was commenced December 4, 1945, by 
seventy-six named plaintiffs, manufacturers of various types of men’s, women’s and 
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children’s wearing apparel and accessories, and all having their place of business 
in the State of California, against three named defendants, viz., Wieder of Califor- 
nia, Inc., California Sportswear, Inc., and the Cortley Shirt Company, Inc., (the last 
labeling some of its articles “California Sportswear”), manufacturers of wearing 
apparel and having their place of business in New York. The first named plaintiff 
appears to be a non-profit membership corporation, organized in California, of which 
seventeen associations of wearing apparel manufacturers and their respective mem- 
bers ar alleged to be members. The complaint states: 


II. That the party-plaintiffs are manufacturers of various types of men’s, women’s 
and children’s wearing apparel; that the plaintiffs all have their factories and places of 
business within the State of California; that in this action the party-plaintiffs are appear- 
ing and prosecuting this action not only for themselves but for all other manufacturers of 
men’s, women’s and children’s wearing apparel whose places of manufacture are located 
in the State of California, and who would be similarly affected as party-plaintiffs when, 
by the result of this action, and as to whom there is a common question of law and fact 
affecting their rights in the same manner as the rights of the party-plaintiffs, would be 
affected and for whom the party-plaintiffs seek the same common relief as the party- 
plaintiffs seek herein for themselves. Throughout this pleading and all subsequent plead- 
ings in this action, wherever the word or phrase “plaintiffs” is used it is intended that 
such word or phrase shall indicate not only the names of party-plaintiffs herein, but all 
other manufacturers of men’s, women’s and children’s wearing apparel who manufacture 
their products within the State of California. 

XII. Plaintiff, California Apparel Creators, is a non-profit corporation, duly organized 
under the laws of the State of California, and of which corporation seventeen associa- 
tions of wearing apparel manufacturers and their respective members are members. The 
above associations are composed in the aggregate of hundreds of firms manufacturing 
wearing apparel within the metropolitan area of the County of Los Angeles, California; 
that the member firms sell wearing apparel throughout the entire United States, and indi- 
cate in their advertising, labels and by other means of publicity, that the origin of their 
products is the State of California; that California Apparel Creators has spent and is 
spending throughout the United States many thousands of dollars per year in magazine 
and trade advertising, store displays, and other media of communications, for the purpose 
of creating additional consumer demand for wearing apparel manufactured and styled 
in California by plaintiffs. 


It is the contention of plaintiffs that this is a proper class action under Rule 
23 (a) (3), F. R. C. P. I doubt that it is even a spurious action. Only some 
of the named plaintiffs are engaged in the business of manufacturing and distribut- 
ing the same or similar types of styles of men’s, women’s and children’s wearing 
apparel as are manufactured or sold by the defendants. The defendant Wieder 
of California, Inc., manufactures ladies’ coats and suits ; California Sportswear, Inc., 
manufactures and sells women’s sportswear and beachwear, consisting of skirts 
made out of rayon and woolen fabrics, and slacks, halters, midriffs and shorts made 
out of rayon and cotton fabrics; Cortley Shirt Company, Inc., manufacture men’s 
and boys wearing apparel, principally sportswear. This is an action for unfair 
competition. 

In his affidavit of January 23, 1946, Samuel Wieder discusses the wide variety 
of articles manufactured or sold by the various plaintiffs. Wieder states: 


In truth, it can be said that many of the plaintiffs in this action are manufacturing 
and selling goods as different from defendant’s as ski togs are from cotton skirts. I 
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have been advised that to establish a case of unfair competition, there must be shown a 
wrongful, fraudulent and actual intention to deceive the public by causing it to believe 
that the goods of one party are the goods of another. While on this subject, let us look 
into the identity of the respective plaintiffs herein. Examination of this heterogeneous 
group will show that they have no community of interest herein whatever. Many of the 
firms forming the main plaintiffs are not even in the same trade with the defendant. 
Their enterprises range from corsets and brassieres, garter belts and girdles to neckwear, 
costume jewelry and millinery. It is only logical to conclude therefore that a class action 
such as this is, cannot be maintained, if only for the reason that the firms constituting 
said plaintiffs have a widely divergent business background, and not in any way identifiable 
with that of the defendant. 


An examination of the 1946 booklet published by California Apparel Creators 
(a plaintiff) and Associated Manufacturers of Los Angeles confirms that statement. 
There is a serious doubt as to the truth of the allegations concerning the similar- 
ity of the businesses conducted by many of the plaintiffs to that of the named de- 
fendants, but since I propose to base my decision of this case on certain broad 
fundamental legal principles I need not further consider the question of the propriety 
of a class action herein. It may be that at least some of the plaintiffs may join 
to bring this action under Rule 20 (a), F. R. C. P., as was done before that rule 
in Pillsbury-Washburn Flour Mills v. Eagle, 86 F. 608, and Harvey v. American 
Coal Co., 50 F. 2d 832. For a discussion of Rule 23 (a) (3) and Rule 20 see 
Oppenheimer v. F. J. Young & Co., 144 F. 2d 387, and Moore’s Federal Practice. 
The long list of plaintiffs reveals that in California, as elsewhere, no one com- 
pany or corporation has any right to the exclusive use of the word “Sportswear” 
in its business name or title. Twelve of the plaintiffs have thus used the word “Sports- 
wear.” There does not seem to have been any limitation in California on the use 
of the adjective “California” in a business name; three of the plaintiffs so use it. 
The same is true as to the phrase “Of California”; nine of the plaintiffs use that 
phrase in their business name or title. The 1946 booklet of “California Spring 
Fashions,” issued by California Apparel Creators (one of the plaintiffs) and As- 
sociated Apparel Manufacturers of Los Angeles, contains dozens of names of other 
business concerns using in some way or other the word “California” in their busi- 
ness title (Ex. H, annexed to Samuel Wieder’s affidavit of January 23, 1946). 
Apparently there is no complaint among the plaintiffs themselves over the use of 
the word “California” or the phrase “Of California” in their business names, but 
they do complain if any manufacturer of garments, wearing apparel or accessories 
located outside the boundaries of the State of California makes any such use. 
The present suit brought against the three named defendants, manufacturers 
located in New York City, and against twenty “Doe” defendants listed as “One 
Doe,” “Two Doe,” etc., down to and inclusive of “Twenty Doe.” No one of the 
“Does” was ever served either under the fictitious designation, or under the true 
name of the prospective defendant. Two of the named defendants have the word 
“California” in their business name; the third, Cortley Shirt Company, Inc., uses 
the words “California Sportswear” on its garment label. As to the labels, none 
of the plaintiffs can claim any exclusive right to the use of a palm tree, the sun, 
a cactus plant, or a mission church either on a label or in its advertising. In the 
many California labels attached to Exhibit “C’” annexed to the complaint ten 
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show palm trees, three the cactus, two the sun, one a mission church. Of course, 
other states of the Union have palm trees; some have cactus plants; a few mission 
churches; and on all of them the sun shines at some season of the year, with 
varying degrees of brilliancy and healthfulness. California has all of these, but that 
would not prevent manufacturers in other states from using some or all of them 
on a label (Wieder’s label shows all) if no confusion resulted from a general 
similarity. 

Wieder of California, Inc., has been incorporated since June 26, 1944; Cortley 
Shirt Company, Inc., was organized in May, 1923, and has been using the brand 
or style name “Californian” since February, 1938. California Sportswear, Inc., 
was organized as a corporation under the laws of New York, July 23, 1940. 

The complaint prays for a preliminary and a permanent injunction against 
the defendants’ use of the words “California” and “Californian” in their title, 
labels, or advertising ; for an accounting ; and for damages in the sun of one million 
dollars. 

The broad and basic question in this case, as Mr. Cole states in a reply affi- 
davit for plaintiffs, rests on the use of the word “California.” Do persons engaged 
in manufacturing wearing apparel in the State of California have a proprietary 
right to the use of the word “California” in their business names or on their mer- 
chandise? Should apparel manufacturers located outside the State of California 
be barred from the use of the word “California” in their trade-names, on garment 
labels and tags, or in advertising matter? I believe that both questions should be 
answered in the negative. 

Defendants have moved for summary judgment under Rule 56, F. R. C. P., 
dismissing the action and for a declaratory judgment. Cortley Shirt Company, 
Inc., seeks a judgment declaring as against the named plaintiffs that the said de- 
fendant is entitled to use the label mentioned in the complaint and the word “Cali- 
fornian” in connection with sportswear sold by it. The defendants Wieder of 
California, Inc., and California Sportswear, Inc., ask for a similar declaratory judg- 
ment in their favor. The questions presented by the defendants’ motions are prac- 
tically the same as those involved in plaintiffs’ motion for a preliminary injunction. 

Plaintiffs assert a proprietary right in the use of the words “California” and 
“Californian” and also urge that those words have acquired a secondary meaning 
in the garment industry by virtue of that fact; that California manufacturers have 
expended large sums in advertising their wares; that they have developed a unique 
styling superior in design and quality, characterisics of wearing apparel styled and 
produced in California; and that they have created a market for California manu- 
factured clothing. 


Paragraphs IX, XI and XIII of the complaint alleges: 


IX. Wearing apparel manufactured by the plaintiffs bear labels, and such labels bear 
phrases such as “Made in California,” “Produced in California,” “Styled in California,” 
and other phrases indicating that the origin of the wearing apparel is the State of Cali- 
fornia. Attached hereto and marked Exhibit “C” are facsimiles of some of the labels being 
used by some of the plaintiffs. 

XI. That as a result of the activities of the plaintiffs and the expenditure of many 
millions of dollars over a long period of time, the purchasing public throughout the entire 
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United States and in the State of New York has associated well-styled and well manufac- 
tured wearing apparel with the phrases “Made in California,” or “Styled in California” ; 
or “Created in California,” or “California,” or such other phrases and slogans, using the 
word “California” to indicate the origin of said wearing apparel. 

XIII. Due to the tremendous effect upon the purchasing public of the constant adver- 
tising and the publicizing of the wearing apparel manufactured in California by plaintiffs, 
and the consistent presentations to the buying public of the styling, workmanship and 
color of California produced merchandise through radio, newspapers, fan magazines, 
movies, store advertisments, window displays, and other means, the word “California” has 
acquired a secondary meaning in the minds of the purchasing public to denote wearing 
apparel of fine styling, good workmanship, originality and color, and has created in the 
minds of the purchasing public a desire to purchase and repurchase wearing apparel 
styled and manufactured in California in great and ever increasing quantities. 


The plaintiff manufacturers could not acquire a valid trade-mark right in the 
word “California” because it comes “under the general rule that the word or words, 
in common use as designating locality, or section of a country, cannot be appro- 
priated by any one as his exclusive trade-mark” Columbia Mill Company v. Alcorn, 
150 U. S. 460, at p. 464. Standing alone it is a geographic name and has not 
been adopted by the California manufacturers arbitrarily but rather as descriptive 
either of origin, quality, or style. It has sometimes been maintained that a geo- 
graphic name can become vested with the rights of a common law trade-mark but 
this is true only where the name is fancifully or arbitrarily used and not when it is 
used to designate origin or description. Scandinavia Belting Co. v. Asbestos & 
Rubber Works, 257 F. 937. Relief against another’s use of a geographic name 
applied to an article manufactured or sold by a plaintiff must be sought on the 
ground that the word has acquired a secondary signification ; and the use by another 
is restrained on the principles of unfair competition, and not on the principles 
underlying the narrower field of trade-mark infringement. Elgin Nat. Watch Co. 
v. Illinois Watch Co., 179 U. S. 665; Butterfield v. Abraham & Straus, 212 App. 
Div. 384, 208 N. Y. S. 740, aff'd 241 N. Y. 560. Underlying practically all the 
cases where practices amounting to unfair competition have been restrained, we 
find the passing off of the goods of one manufacturer as those of a competitor to 
the deception of the purchaser and the damage of the competitor. 

Some of the plaintiffs manufacture in California wearing apparel and accessories 
for men, women and children, and their market has been national in scope. The 
three named defendants manufactured certain types of wearing apparel in New 
York and their market is likewise national. It is probable that defendants are in 
competition with some of the plaintiffs who manufacture similar garments. No 
similarity in names has been shown, except as between the plaintiff California 
Sportswear Company and the defendant California Sportswear, Inc. If, in addi- 
tion to the use of the word “California,” there were some proof that any defendant 
was palming off its manufactured wearing apparel as the product of any of the 
plaintiffs, the use of the word “California’’ by any such defendant would be enjoined, 
because it would be a misuse calculated to deceive. Eastern Const. Co. v. Eastern 
Eng. Co., 246 N. Y. 459, at p. 463. 

The defendant Cortley at one time used a label that was somewhat similar to 
that used by one of the plaintiffs, California Sportswear Company, but prior to the 
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commencement of this action the label of Cortley was changed in a manner sug- 
gested by California Sportswear Company, so that it now clearly indicates that the 
article is manufactured by Cortley in New York, and the California Sportswear 
Company was promptly advised of the change. If California Sportswear Company 
has any claim for misuse of its label against Cortley Shirt Company, Inc., or on 
its name against California Sportswear, Inc. (American Foundries v. Robertson, 
269 U. S. 372, at p. 381; S. C. Johnson & Son v. Johnson, 116 F. 2d 427 [31 T.-M. 
Rep. 82]; Bond Stores v. Bond Stores, 104 F. 2d 124 [29 T.-M. Rep. 520], 
those issues can be separately tried herein under Rule 20 (b), F. R. C. P. 

It is argued that the use of the name “California” by the defendants should 
be prohibited because the word indicates the origin of the manufactured article, 
and that only California manufacturers are at liberty to use the word. Pilaintiff’s 
attorney advances the proposition that “of two users of a geographic term, the 
one located in that geographic area could restrain the other not located in that 
area.” The word “California” is a geographical term, and, as such, cannot become 
the exclusive property of one party. Columbia Mill Co. v. Alcorn, 150 U. S. 460; 
Elgin Nat. Watch Co. v. Illinois Watch Co., 179 U. S. 665. However, where a 
geographic name acquires a secondary meaning, so that by the process of associa- 
tion it is indicative not only of the origin of manufacture but of the name of the 
manufacturer or producer or of the quality o fthe particular article manufactured 
in that locality, a right arises to have the use of the name protected against all 
who use it to indicate their products and who are not manufacturing within the 
same geographic limits. Elgin Nat. Watch Co. v. Illinois Watch Co—Elgin 
watches—179 U. S. 665; Siegert v. Gondolfi—Angostura Bitters—149 F. 100; 
Pillsbury-Washburn Flour Mills v. Eagle—Minneapolis flour—86 F. 608; Newman 
v. Alvord—Akron cement—51 N. Y. 189. 

Plaintiffs assert that a substantial secondary meaning has attached to the name 
“California” in the men’s and women’s apparel field and that in the mind of the 
purchaser it means that any garment bearing a label with the word “California” 
on it was styled and made in California and not elsewhere. The charge is made 
that “the defendant firms are attempting to capitalize upon the glamor and the 
reputation of the State of California and the demand for California manufactured 
merchandise.” The cloth used in the manufacture of the wearing apparel is not 
made in California, nor is the yarn used in the cloth a product of that locality. 
The cloth is obtained from various parts of the country, mostly from the East. 
There is no such relation between the origin of the material and the name of the 
locality as to warrant an exclusive use of the name by the manufacturers of that 
locality. It has not been shown in this case that any association exists in the 
minds of the buying public between the word “California” and the wearing apparel 
manufactured by any of the plaintiffs, so as to identify the products of any particu- 
lar plaintiff manufacturer with the word “California.” Nor has it been shown 
that the word “California” as used by any plaintiff has been used to identify a 
particular kind of cloth or a special and unique styling of some specific garment. 
A lot of general language about “fine styling, good workmanship, originality and 
color” is not sufficient. In some cases an injunction has been issued where there 
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has been a misuse by outsiders of a geographic name in connection with a product 
of the soil, such as fruits and minerals. California Fruit Canners Assn. v. Myer, 
104 F. 82; Harvey v. American Coal Co., 50 F. 2d 832. Wearing apparel is not a 
product of the soil. 

California is a vacation or sport center in the minds of some of the public, 
who associate with the name the mild and agreeable character of California’s climate. 
The name “California” associated with an article of clothing is indicative of the 
type of clothing suitable to the climate and relaxation found in California. If a 
manufacturer styles and creates clothing suitable for the comfort of those who like 
the outdoor life and sports of California, it is not a deception for him to so indicate. 
And the public is not thereby deceived when purchasing those articles. California 
is not the only place where those garments can be manufactured, or worn, or 
appreciated. The plaintiffs and defendants have customers all over the United 
States. 

The case against California Sportswear, Inc. (by all the plaintiffs except 
California Sportswear Company) is that it uses the word “California” in its cor- 
porate name, on labels, tags, stationery and the like. The label is plain and white; 
it shows no palm trees, sun, mountains, deserts or the like. The label is affixed 
only to skirts made out of a woolen fabric, and the purpose of the label is to certify 
to the fibre contents of the manufactured wearing apparel. The New York address 
plainly appears thereon. The president of the corporation, Joseph Ginsberg, has 
filed an affidavit sworn to February 1, 1946, in which he states: 


The word “California” simply denotes climate and a place where casual, leisure gar- 
ments are worn and does not infer or imply that the garments are styled or manufactured 
in that state. The word “California” has acquired no special significance in the wearing 
apparel trade. Buyers from the State of California come to the City of New York to buy 
wearing apparel manufactured and styled here. . . . The textiles used by manufacturers 
of wearing apparel in the State of California are purchased by them from the East either 
directly or through selling offices maintained by Eastern Textile sellers in the State of 
California. ... J As a matter of fact, wearing apparel manufactured in that state are not 
unique or distinctive. 


The defendant California Sportswear, Inc., has never held out that its sports- 
wear is manufactured in California, or in any place other than New York. The 
only plaintiff who may have a claim against California Sportswear, Inc., is the 
California Sportswear Company, as hereinabove stated. 

The case against the defendant, Wieder of California, Inc., comes down to this: 
That Wieder of California, Inc., competes unfairly because it is a New York 
corporation (incorporated in June, 1944) manufacturing ladies’ wearing apparel 
in New York and not in California. Before Samuel Wieder came to New York 
in 1944 he was in the women’s apparel business in California. He was a partner 
in the business of “L. C. Mae Company of Hollywood,” with Frederick Loewy, 
whose present partner is the wife of Max Feingold, plaintiff’s attorney. Wieder 
had been in business in California at various times since 1929 and was continuously 
so engaged from 1939 to 1944. He claims to have been a designer of women’s 
wearing apparel as well as a production manager. His former associates in the 
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Mae Company say he never designed but only produced garments. 
the issue is of any importance in the decision of this case. 

The defendant Wieder charges that many of the plaintiffs either purchase 
patterns and styles in the New York market or else purchase the manufactured wear- 
ing apparel here and affix their own labels in California, so that either as to styling 
or place of manufacture they are New York products. Concerning the use of the 
word “California,” he states in his affidavit of January 23, 1946: 


I do not believe 


The plaintiffs imply in their moving papers that the word “California” when used on 
an apparel label signifies that the product is made in California. From my long and varied 
experience in the industry, I know that this is not the fact. If the word “California” 
has any significance at all on an apparel label, its significance is that the garment is made 
for use in a climate such as California, rather than manufactured in California. To the 
same extent, a Palm Beach suit manufactured by the Goodall Manufacturing Co., in the 
East does not deceive the public into thinking that the suit was actually made in Palm 
Beach, but rather that it is the kind of suit one would wear in a climate prevalent in Palm 
Beach. Besides, there is nothing special about the geographic location of California, 
which makes its garments unlike those made in other sections of the country. The casual 
type coat or suit we produce, can be worn in any warm climate, not alone in California. 


Plaintiffs urge that the court should enjoin anyone who falsely represents him- 
self as manufacturing wearing apparel in California, because the public is thereby 
deceived. That might be a public wrong but it would not be the basis of a private 
suit by a California manufacturer unless the plaintiff could show that the offender’s 
goods were being passed off on the purchasing public as plaintiff's goods. For 
a deception of the public in advertising ones wares, the Federal Trade Commission 
may take action. El Moro Cigar Co. v. Federal Trade Commission, 107 F. 2d 429. 
Where the unfair competition arises out of a controversy essentially private in its 
nature, the Federal Trade Commission lacks jurisdiction. “To justify filing a 
complaint (in a Federal Trade Commission proceeding) the public interest must 
be specific and substantial.” Federal Trade Commission v. Klesner, 280 U. S. 19, 
at p. 28. If the plaintiffs feel that they can establish any such public interest, 
their remedy is before the commission. 

The prevention of monopoly must be balanced with the necessity of maintaining 
free competition and a free market, in determining what constitutes unfair com- 
petition. Germanow v. Standard Unbreakable W. Crystals, 283 N. Y. 1; Mil- 
linery Creators’ Guild v. Federal Trade Commission, 109 F. 2d 175. Such a con- 
sideration, in view of plaintiffs’ failure to clearly establish a claim for relief within 
the elements of an action for unfair competition, warrants a declaratory judgment 
for the defendants under Rule 56 of the Federal Rules of Civil Procedure and dis- 
missal of the complaint on the merits, with two exceptions. 

This is properly a case where summary judgment may be had under Rule 56, 
F. R. C. P. There appears no valid reason to differentiate between various types 
of action in testing the applicability of the rule. Such a tendency is contrary 
to the purpose and spirit of the new federal procedural machinery. Houghton 
Mifflin Co. v. Stackpole Sons, 31 F. Supp. 517, S. D. N. Y. 1940. The rule was 
intended to promptly dispose of actions in which there was no genuine issue of a 
material fact and to facilitate the operation of federal judicial machinery. The 
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factors of each case decide the question of whether summary judgment should 
be granted, not the nature of the action. Gasifier Mfg. Co. v. Ford Motor Co., 
1 F. R. D. 10, D. C. Mo. 1939. The purpose of this procedure is well stated in 
Engl v. Aetna Life Ins. Co., 139 F. 2d 469, 2d C. C. A. 1945: 


The federal summary judgment proceeding is the most extensive of any jurisdiction, 
in that it is equally available to plaintiffs and defendants and in all forms and kinds of 
civil actions . . . . it is intended to permit a party to pierce the allegations of fact in the 
pleadings and to obtain relief by summary judgment where facts set forth in detail in 
affidavits, depositions and admissions on file show that there are no genuine issues of 
fact to be tried. 


Plaintiff’s motion for a preliminary injunction came before me on December 18, 
1945, and I set it down for argument on the questions of law on December 21. 
It was clear that in order to meet the factual allegations of the motion papers and 
of the complaint, which had been served only two weeks before, the defendants 
would require time and their attorneys so stated. Because Mr. Max Feingold, 
plaintiffs’ attorney, was here in the East on this case I accommodated him by 
hearing argument on the questions of law. The Attorney-General of the State 
of California had forwarded a brief amicus curiae. At the end of the argument 
I fixed January 21 as the date when the defendants were to serve their answering 
affidavits, and February 11 for the service of plaintiffs’ reply affidavits. These dates 
were further extended and the defendants began their investigations and checked 
the allegations of the plaintiffs’ moving papers. 

On January 14, 1946, plaintiffs filed a notice for a voluntary dismissal of the 
action without prejudice against two of the defendants, Cortley Shirt Company 
and California Sportswear, Inc. Those two defendants then moved this court 
for an order approving the dismissal of the action against them, but on such terms 
as the court might fix, and contended that under Rule 23 (c), F. R. C. P., the 
dismissal of a class action could be had only with the approval of the court. On 
the return day of these motions, January 18, a question was raised as to the 
source of the authority of plaintiffs’ local counsel to file the dismissal. The fol- 
lowing day, January 19, Mr. Feingold notified his local counsel and indicated that 
his intention with respect to the dismissal of the case against those two defendants 
was that the said two defendants should stipulate that they would stop using the 
name “California” in their business. The defendants had not been consulted at 
all about any such stipulation, and after some discussion on January 18, Mr. Klein- 
man, local counsel for Mr. Feingold, asked that he be relieved of the consequences 
of having filed the notice for a voluntary discontinuance of the action as against 
the said two defendants; in fact he had theretofore served the defendants’ attorneys 
with a notice to the effect that the notice of discontinuance was “served inadvert- 
ently in the above action— all proceedings are to continue as against all defendants.” 
Mr. Kleinman on January 18 advised the court that Mr. Feingold had phoned him 
that he intended to proceed as against all three defendants. The court thereupon, 
with the consent of the attorneys for all defendants, relieved Mr. Kleinman from 
his “inadvertent filing of the notice of dismissal or discontinuance,” and the time 
of the defendants to serve answering affidavits was extended to February 4, and 
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the time for the service of the reply affidavits of the plaintiffs was extended to 
February 18. 

The defendant Cortley Shirt Company, Inc., filed its answer January 24, and 
the defendants California Sportswear, Inc., and Wieder of California, Inc., an- 
swered February 4. All the answers contained a counterclaim for summary judg- 
ment, adjudicating the rights of defendants to use the word “California” or “Cali- 
fornian” in their business and on their labels. The plaintiffs filed replies to the 
counterclaims February 23. 

On February 15, Mr. Kleinman had served a notice that on February 21, he 
would present to me a notice withdrawing the motion for a preliminary injunction 
as against all three defendants, it being stated in the notice that the issues in the 
case could be tried on the merits in the very near future, and that was given as 
the reason for the withdrawal. At the hearing it developed that Mr. Feingold had 
sent Mr. Kleinman a long telegram in which he indicated that if the withdrawal 
would be embarrassing to defendants he would not press it. After a long argu- 
ment before the court on February 21 I stated: “. .. . in view of all the time 
that has been devoted to preparing the (answering) affidavits in connection with 
the plaintiffs’ motion for the preliminary injunction, I think it would be prejudical, 
I think we should have some determination of this issue. There has been a lot 
of publicity given to this case in the trade, and I think there should be some kind 
of a ruling on it.” So the motions for a preliminary injunction were continued 
and I extended the plaintiffs’ time to serve replying affidavits to March 4. 

The defendants Cortley Shirt Company, Inc., and Wieder of California, Inc., 
served papers on a motion for summary judgment on February 18 and 19, respec- 
tively, the motions being returnable February 21. On February 26 the defendant 
California Sportswear, Inc., served papers on a similar motion returnable March 5. 
The purpose of these motions was discussed at the hearing before me on Febru- 
ary 21. 

On February 28, Max Feingold made an affidavit, which was served March 4, 
in which he stated in effect that it would be impossible for him to obtain all the 
affidavits he required to meet the defendants’ motions for summary judgment 
within the time fixed by the court, but that he had prepared some affidavits which 
he was forwarding—a ten-page affidavit of his own; a six-page affidavit of I. Whiser, 
treasurer of California Sportswear Company, with numerous exhibits; an eleven- 
page affidavit of F. N. Cole, chairman of California Apparel Creators, with numer- 
ous exhibits; a two-page affidavit of L. Chennault Paine, a patent attorney; a 
four-page affidavit of Philip Garb, executive director of Los Angeles Coat and 
Suit Manufacturing Association, with exhibits annexed; affidavits of Fred Loewy, 
Irving Fox, B. A. Beller, Josephine Mann, and a joint affidavit of three other 
individuals. Although at the end of February, Mr. Feingold was complaining that 
he did not have enough time (until March 4) in which to obtain affidavits and 
meet the issues on defendants’ motions for summary judgment, yet on December 
18, 1945, he thought that a time schedule requiring the submission of all affidavits 
on the motion for a preliminary injunction by February 11, 1946, as “too long 
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and that a shorter time should be given.”” The same issues are presented by both 
sets of motions. 


I make the following disposition of the defendants’ motions for summary judg- 
ment: 

(1) The defendant Wieder of California, Inc., is entitled to a summary judg- 
ment: 

(a) dismissing the complaint as to said defendant, 

(b) adjudicating that said defendant is entitled to continue to use the word 
“California” in its corporate name and on its merchandise ; 

(2) The defendant California Sportswear, Inc., is entitled to a summary judg- 
ment : 

(a) dismissing the complaint of all plaintiffs, except California Sportswear 
Company, as against said defendant ; 

(b) adjudicating that said defendant is entitled to continue to use the word 
“California” in its corporate name and on its merchandise as against all plaintiffs 
except California Sportswear Company and as to said plaintiff reserving that issue 
for a separate trial ; 

(3) The defendant Cortley Shirt Company, Inc., is entitled to a summary 
judgment : 

(a) dismissing the complaint of all plaintiffs, except California Sportswear 
Company, as against said defendant ; 

(b) adjudicating that said defendant is entitled to continue the use of the 
word “Californian” in labeling its merchandise and in association with its corporate 
name ; 

(c) reserving for a separate trial any claim the plaintiff California Sportswear 
Company may have against said defendant, arising from the use, at one time by 
said defendant of a label allegedly similar to that used by said plaintiff ; 

(4) Plaintiffs’ joint motion for a preliminary injunction is denied. 

(5) The motions of the named defendants for security for costs are disposed of 
as follows: 

(a) The motion of the defendant Wieder of California, Inc., for security for 
costs is denied. 

(b) The motions of the defendants California Sportswear, Inc., and Cortley 
Shirt Company, Inc., for security for costs are denied as to all plaintiffs, except 
California Sportswear Company. 

(c) The motions of the defendants California Sportswear, Inc., and Cortley 
Shirt Company, Inc., for security for costs is granted as against the plaintiff 
California Sportswear Company, and said plaintiff will be required to post a satis- 
factory bond for $250 in favor of said two defendants. 

Settle orders in accordance with this opinion. 
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LOU SCHNEIDER, INC. v. CARL GUTMAN AND CO. 
District Court, S. D., New York 
July 3, 1946 


TRADE-MARKS—CONFUSING SIMILARITY 


“Bonnie Lassie” is confusingly similar to “‘Hoot Lass’ Bonnie.” 
UnFarr COMPETITION 


Defendants’ use of “Bonnie Lassie” is an infringement of plaintiff's trade-mark “Hoot 
Lass’ Bonnie,” and that defendant by their use of the words and of the design of the 
Scotch dancing girl in conjunction with them have unfairly competed, notwithstanding 


plaintiff’s mark and design have heretofore been used on ladies’ and misses’ coats and suits, 
and defendants’ on sweaters. 


TRADE-MARKS—Not DESCRIPTIVE 


“Hoot Lass’ Bonnie” is not descriptive of anything with which it is used, but it is both 
a distinctive and arbitrary mark. 


It is not descriptive of the characteristics of the goods, or of their quality or ingredients. 
INFRINGEMENT 


It is not necessary to constitute an infringement that every word of a trade-mark should 
be appropriated, it is sufficient that enough be taken to deceive the public. 
CLass oF Goops—How DETERMINED 


Whether the goods are of the same “descriptive properties” depends upon whether they 
are so related as to fall within the mischief which equity would prevent, or, as might naturally 
be supposed, to come from the owner of the trade-mark, or near enough alike to confuse 
its customers, and are not too foreign to the trade-marked goods. 


Action by Lou Schneider, Inc., against Carl Gutman and Co., a copartnership 


comprising Herman Rottenberg, et al., for trade-mark infringement and unfair 
competition. Judgment for plaintiff. 


Irving Frederick Goodfriend, New York, N. Y., for plaintiff. 
Jack Pear, New York, N. Y., for defendant. 


Bricut, D. J.: 


Plaintiff is the owner of trade-mark 235,880, registered November 29, 1927, 
by Schneider & Miller, Inc., for the words “ ‘Hoot Lass’ Bonnie’ for ladies, coats, 
in Class 39, Clothing, the mark to be affixed to the goods by placing thereon a 
label. Plaintiff is the successor in title to the business of Schneider & Miller, Inc., 
and to the trade-mark. 

Claiming an infringement of the trade-mark, and unfair competition in the use 
by defendants of the words “Bonnie Lassie” and a design, colorably imitating the 


trade-mark and design used by plaintiff therewith, it brings this action for an in- 
junction accounting and damages. 


Defendants contend that the action is founded solely on the trade-mark; that 
plaintiff’s design, consisting of the figure of a Scotch dancing girl in a diamond 
shaped enclosure, was never registered; that defendants’ mark “Bonnie Lassie” 
(not registered) is not a simulation or copy of plaintiff’s; that similar words, such 
as “Bonnie Laddie,” “Bonnie Lassie,” and “Lassie,” have been used as trade- 
marks for over thirty-five years for similar goods; and, therefore, the protection 
of plaintiff’s trade-mark must be limited strictly to ladies’ coats and suits; that 
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defendants are not engaged in a competitive business, and the products manufac- 
tured by them are not sold or displayed with plaintiff’s ; and that plaintiff has failed 
to establish that defendants are engaged in interstate commerce. (In making this 
last contention, however, defendants have overlooked the testimony given by 
Herman Rottenberg, one of the copartnership, that their merchandise is sold 
throughout the country, and to chain and department stores, and mail order houses. ) 

Plaintiff is engaged in the manufacture and sale of ladies’ and young misses’ 
coats and suits, and has been so engaged since 1929. Defendant, since 1941, has 
manufactured and sold sweaters, women’s knitwear, ladies’, juniors’, misses’, and 
children’s polo shirts, blouses, bedjackets and suits. 

Plaintiff, on the dissolution of Schneider & Miller, Inc., in 1929, acquired their 
trade-mark “ ‘Hoot Lass’ Bonnie” and have since been using it on labels attached 
to ladies’ and misses’ coats and suits. 

In 1933, plaintiff began to use labels on its product which had on them the 
design of a Scotch dancing girl in a diamond-shaped enclosure, on the top two 
sides of which were the trade-mark words “ ‘Hoot Lass’ Bonnie.” On February 
27, 1934, it registered as a trade-mark for ladies’ coats a label containing the 
words “Del-Ray” and in the upper left corner was printed the diamond design 
and words mentioned. The statement specifies that the trade-mark had been con- 
tinuously used in the applicant’s business since July 14, 1931. Other labels, hav- 
ing on them the same diamond-shaped design with the Scotch dancing girl enclosed 
and the trade-mark words “ ‘Hoot Lass’ Bonnie,” were registered as trade-marks 
by the plaintiff, one for the words “Llamadown” on February 27, 1934, stated 
to have been used since May, 1932; another for the words “Lassie Tweed” on 
March 13, 1934, stated to have been used since July 14, 1931; and another for 
“Lustre Wave” on May 25, 1937, stated to have been used since December 15, 
1936. 

In addition to the foregoing other labels, containing the diamond design with 
“Hoot Lass’ Bonnie” as mentioned, were used by plaintiff upon coats and sports- 
wear, in connection with “Reflectone” (registered November 9, 1937, and used 
from 1937 on), “Shag-Rilla” (registered November 23, 1937, and used from 
1937 on), and “Bonniebrooke” (registered September 17, 1940, and used from 
1940 on). 

Other labels, containing the diamond design and trade-mark words, were used 
with other unregistered names to designate plaintiff's product, from 1940 on. 
So that it is fair to find that, in addition to the trade-mark “ ‘Hoot Lass’ Bonnie,” 
plaintiff had adopted and used as its house mark the design of the Scotch danc- 
ing girl in the diamond-shaped enclosure with the words “ ‘Hoot Lass’ Bonnie” 
from at least 1933 on, and probably from July 14, 1931. 

Its product was advertised nation wide in periodicals and tradepapers used by 
manufacturers and buyers of ladies’ ready-to-wear apparel, such as Women’s 
Wear, Vogue, Harper’s Bazaar, Mademoiselle, Seventeen, Glamour, Charm, Photo- 
play, as well as in the Nugent and Fairchild trade directories, for which advertis- 
ing it had spent sums ranging from $3,458 in 1932 to $73,643 in 1945, and which 
advertising carried the design of the Scotch dancing girl and the trade-mark words. 
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Sales of its product were made in retail specialty shops, department stores and 
other stores throughout the country where ladies’ and misses’ apparel, coats and 
suits were sold. 

Defendants first adopted the design of the Scotch dancing girl on its labels in 
1941, and has been using it down to the trial along with the words “Bonnie Lassie,” 
which latter had been used by them since 1940. Neither the design nor the 
words have been registered by them. Two labels, used by the defendants on 
ladies’ sweaters manufactured and sold by them, were offered in evidence by 
plaintiff, each of which had on it the picture of a Scotch dancing girl; one of 
them (Exhibit 24) in conjunction with the words “A Bonnie Lassie Sweater, 
100% Virgin Wool, Carl Gutman & Co.,” and the other (Exhibit 25) accompanied 
by the words “A Bonnie Lassie Sweater.” 

Defendants conceded that they had used facsimiles of these labels on their 
product, and had advertised such facsimiles in American Fashion, Women’s Wear, 
Seventeen, Glamour, Charm, Harper’s, and in Nugent’s directory. 

Plaintiff exhibited its “ ‘Hoot Lass’ Bonnie” goods at the American Fashion 
show in Dallas in October, 1945. It advertised in American Fashion published 
by that show, and those who did so advertise were required to exhibit at the show. 
Plaintiff's ad had the design of the Scotch dancing girl in the diamond with the 
trade-mark words. In the same publication appeared defendants’ advertisement 
of “Bonnie Lassie” creations, women’s knitwear, sweaters, ladies’ and misses’ 
pofo shirts, blouses, bedjackets, shoulderettes, and children’s polo shirts, suits, 
creepers and panties. 

There was proof that the International Shoe Company had registered “Bonnie 
Laddie” for shoes in 1924, and also had claimed “Bonnie Lassie” to designate 
girls’ shoes a long time ago. Borkin & Levine, Inc., had claimed and used the 
trade-mark “‘Lassie Junior” on ladies’ coats since 1936. Bird Knitting Mills Com- 
pany on December 5, 1916, registered “Bonnie Lassie” for use on hosiery, but 
there was no evidence of its use in the last fourteen years. “Lassie” was registered 
on November 10, 1925, by N. P. & J. Trabulski for mufflers and scarves of woven 
material. On June 13, 1938, “Lassie” was registered by Continental Undergar- 
ment, Inc., for women’s, misses’ and children’s undergarments, panties, bloomers, 
stepins, chemises, slips, shirts, vests and sweaters, and that company had used it 
since October, 1938. Luxuray, Inc., on February 24, 1942, registered “Bonnie 
Lassie Doveskins’ for a plaid print for ladies’ and misses’ slips, petticoats, bloomers, 
and other underwear, and had used it since September 1, 1939. It sold the name 
to one of the defendants in 1941, and it had been applied by defendants to cotton 
and rayon underwear since then. 

Defendants sold their product throughout the country to mail order houses, 
department stores, chain stores and other shops; but it was claimed by them that 
coats and sweaters are not sold at the same counters nor displayed in the same 
way. 

On November 5, 1943, when it discovered the use by defendants of the Scotch 
dancing girl design and the words “Bonnie Lassie,” plaintiff notified defendants 
that their use of “Bonnie Lassie” in connection with the sale of clothing, such as 
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sweaters, was an unlicensed infringement of its trade-marks; notified them to 
desist ; and demanded an accounting and damages. Defendants replied on Novem- 
ber 15, 1943, that it was their contention that “Bonnie Lassie” as used in their 
business did not infringe “ ‘Hoot Lass’ Bonnie”; furthermore, that their business 
was entirely different from plaintiff’s, and that the words “Lassie,” “Lass,” “Bonnie” 
and “Bonny” separately and in conjunction, have been in use and in conjunction, 
have been in use prior to their adoption by plaintiff which could not claim the 
exclusive right thereto. 

I find that defendants’ use of “Bonnie Lassie” is an infringement of plaintiff’s 
trade-mark “ ‘Hoot Lass’ Bonnie,’ and that defendants by their use of the words 
and of the design of the Scotch dancing girl in conjunction with them have 
unfairly competed, notwithstanding plaintiff's mark and design have heretofore 
been used on ladies’ and misses’ coats and suits, and defendants’ on sweaters. 

The trade-mark “ ‘Hoot Lass’ Bonnie” is not descriptive of anything with 
which it is used, but is, in my judgment, both a distinctive and arbitrary mark. It 
is not descriptive of the characteristics of the goods, or of their quality or ingredi- 
ents. It is a fanciful name, obviously adopted without any other thought than 
as being peculiarly significant and suggestive of plaintiff’s goods. The very ar- 
rangement of the words, backward, it seems to me, shows this. Hamilton Shoe 
Co. v. Wolf Brothers, 240 U. S. 251, 256; Standard Brands v. Smidler, 151 F. 2d 
34-36 ;France Milling Co. v. Washburn-Crosby Co., 7 2d 304-306. It is not 
necessary to constitute an infringement that every word of a trade-mark should be 
appropriated. It is sufficient that enough be taken to deceive the public. Saxlehner 
v. Eisner & Mendelson Co., 179 U. S. 19-33; Stephano Bros. v. Stamatopoulos, 
238 F. 89-94; Queen Mfg. Co. v. Isaac Ginsberg & Bros., 25 F. 2d 284-287. The 
last cited case, and many others, are authority for the principle that it is not neces- 
sary to show wrongful intent, or that the public has been deceived. If the resem- 
blance is such as would deceive ordinary purchasers using ordinary caution, the 
mark is infringed. Particularly would this be so where, as here, defendant has 
refused, on notice, to desist its use of the offending label, and where it continues 
the use of the words in conjunction with a similar design, fraudulent intent will 
be presumed. 

“*Hoot Lass’ Bonnie,” being a valid trade-mark, its infringement by “Bonnie 
Lassie” must result from the use of the latter upon goods of substantially the 
same descriptive properties, 15 W. B. C. Secs. 85, 96. But whether the goods 
are of the same “descriptive properties” depends upon whether they are so related 
as to fall within the mischief which equity would prevent, or, as might naturally 
be supposed, to come from the owner of the trade-mark, or near enough alike to 
confuse its customers, and are not too foreign to the trade-marked goods. Here 
the two classes of goods are worn by the same people, are sold in the same stores, 
advertised in the same publications, and sold to the same class of purchasers. 
Clearly, there is obvious possibility of confusion. They are also included in the 
same classification by the Patent office. Aunt Jemima Mills Co. v. Rigney & Co., 
247 F. 407-410, cert. denied, 245 U. S. 672; Pease v. Scott County Milling Co., 
3 F. 2d 524-525; Rosenberg Bros. v. Elliott, 7 F. 2d 962-963 ; L. E. Waterman Co. v. 
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Gordon, 72 F. 2d 272-273 [24 T.-M. Rep. 347]; Landers, Frary & Clark v. Uni- 
versal Cooler Corp., 85 F. 2d 46-48 [26 T.-M. Rep. 591]; S. C. Johnson & Son 
v. Johnson, 116 F. 2d 427, 429 [31 T.-M. Rep. 82]; Standard Brands v. Smidler, 
151 F. 2d 34-37 [35 T.-M. Rep. 277]. 

The case of Co-Ed Originals v. Mutual Garment Co., 58 F. Supp. 17 [35 
T.-M. Rep. 2], is not to the contrary. There the mark was held to be descriptive 
and to be capable of protection only when used on ladies’ dresses, and not when 
used upon related goods. That case also decided that there was no similarity be- 
tween the two marks. 

The same principles would seem applicable to plaintiff’s claim of unfair com- 
petition. Yale Electric Corp. v. Robertson, 26 F. 2d 972-974; Emerson Electric 
Mfg. Co. v. Emerson Radio & Phonograph Corp., 105 F. 2d 908 [29 T.-M. Rep. 
514]; Standard Brands v. Smidler, 151 F. 2d 34-37 [31 T.-M. Rep. 82]. Here 
defendant, not content with the use of “Bonnie Lassie” also adopted the Scotch 
dancing girl as a mark. Why, out of all the many other designs it could have 
appropriated, it saw fit to use this one is inexplicable on any other theory than that 
it saw some advantage accruing to it from the publicity of plaintiff’s wares. The 
same result should follow on this branch of the case as on the infringement claim. 

It follows that plaintiff is entitled to an injunction and accounting as prayed 
for, with costs. I can see no evidence of damage from the infringement of the 
trade-mark. 

Findings and conclusions may be prepared by plaintiff’s attorney and served 
upon counsel for the defendant who may have ten days in which to submit objec- 
tions. The court will thereafter make and file those required by the rules. 





BEST & CO., INC. v. MILLER, pornc Business as MILLER’S LILLIPUTIAN 
SHOPPE 


District Court, S. D., New York 
August 1, 1946 


TRADE-M ARKS—UNFAIR COMPETITION—JURISDICTION OF CoURTS AND PRACTICE 
In action in a federal court between citizen of the same state for infringement of mark 
registered under 1905 Act and for unfair competition, it is unnecessary to decide whether 
“Liliputian Bazaar” is a proper subject for federal registration, for it is settled that registra- 
tion does not enlarge the plaintiff’s substantive rights, but merely confers jurisdiction on 
the court and gives certain procedural advantages. Here the registration furnishes a sub- 
stantial ground for jurisdiction, and the court clearly has incidental or pendent jurisdiction 
to adjudicate unfair competition claim. 
UNFAIR COMPETITION 
“Miller’s Lilliputian Shoppe” does not unfairly compete with “Liliputian Bazaar.” Ques- 


tion one of fact and the test is whether public is likely to be deceived. No confusion is 
shown. 


TRADE-M ARKS—DESCRIPTIVE 


Being descriptive of children’s clothing, “Liliputian” standing alone is not subject to 
exclusive appropriation. 
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Action by Best & Co., Inc., against Sadie S. Miller, doing business as Miller’s 


Lilliputian Shoppe, for trade-mark infringement and unfair competition. Com- 
plaint dismissed. 


Strauss, Reich & Boyer (Nims, Verdi & Martin, Minturn De S. Verdi, Wallace 
H. Martin, and Walter J. Halliday of counsel) all of New York, N. Y., for 
plaintiff. 

Levien, Singer & Neuburger (Stuart H. Steinbrink of counsel) both of New York, 
N. Y., for defendant. 


Coxe, D. J.: 


This is a suit (1) for infringement of the plaintiff’s registered trade-mark 
“Liliputian Bazaar,” and (2) for unfair competition. The trade-mark was reg- 
istered in 1915 under the Trade-Mark Act of 1905 (15 U. S. C. A. Sec. 85) for 
children’s clothing, and the registration was renewed in 1935. The parties are 
both New York citizens, and jurisdiction rests initially on federal registry. 

The defendant operates a small store at Stamford, Connecticut, under the name 
“Miller’s Lilliputian Shoppe,” at which children’s clothing is sold at retail under 
the label “Miller’s Lilliputian Shoppe.” The relief sought by the plaintiff is an 
injunction against the use by the defendant of the words “Lilliputian Shoppe,” 
together with an accounting of profits and the recovery of damages. 

The plaintiff and its predecessors have, since 1879, been continuously engaged 
in business in the City of New York in the sale at retail of infants’ and children’s 
apparel. From 1879 to 1881 its store was located at Sixth Avenue and 16th Street, 
Manhattan; from 1881 to 1910 on West 23rd Street; and since 1910 at Fifth 
Avenue and 35th Street. During the period from 1879 to 1910 the store was named 
“Liliputian Bazaar,” and the infants’ and children’s wear was so advertised and 
labeled. In 1910, when the store was moved to Fifth Avenue and 35th Street, the 
business was expanded to include merchandise other than infants’ and children’s 
wear, and the “Liliputian Bazaar” then became, and has ever since remained, a 
department of the plaintiff, handing only merchandise for infants and children 
up to and including six years of age. Except where it was impracticable to affix 
labels, the merchandise sold in this department has always been labeled “Liliputian 
Bazaar.” 

In 1929, the plaintiff opened its first branch store at Garden City, Long Island, 
and on February 24, 1930, it opened its second branch store at Mamaroneck, New 
York. Subsequently, other branches appeared in various cities in different parts 
of the country, and on August 3, 1942, a branch store was opened in Stamford, 
Connecticut, on the same street and almost directly opposite the defendant’s store. 
In 1930, the plaintiff had 1,495 charge customers in the Stamford area, and in 
1944 it had 8,738 of such customers. 

During the entire period that the business has been in existence the “Liliputian 
Bazaar” has been extensively advertised, and has come to signify in the minds of 
the buying public Best & Company. In addition, the plaintiff and its predecessors 
have been sedulous in their efforts to prevent the use by others of the word 
“Liliputian,” and the evidence shows that these efforts have been largely success- 
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ful. However, in Ball v. Broadway Bazaar, 194 N. Y. 429, it was held that the 
words “Liliputian” and “Bazaar” were common descriptive words and could not 
singly be appropriated, but that together they constituted a valid common law 
trade-mark. 

“Miller’s Lilliputian Shoppe” was opened for business by Jacob Miller, the 
late husband of the defendant, on December 31, 1930, at 175 Bedford Street, 
Stamford, Connecticut. The store occupies today the same premises that it did 
in 1930, and the business has always been confined to selling at retail wearing 
apparel for infants and children up through size 16. The labels used contained 
the name of the store and its location at “Stamford, Conn.” Since 1934, Jerome 
S. Miller, the eldest son of Jacob Miller, has managed the store, except for a period 
of four years between April, 1942 and February, 1946, when he was in the Army, 
and during that period the younger son, Samuel S. Miller, took over the manage- 
ment. Jacob Miller died in 1940, and the present defendant succeeded to his 
interest, but she has never taken any active part in the business. The store today 
employs approximately eight people, and its employee range over the years has 
been between three and ten. Starting in 1931, the gross sales were $10,408.79, and 
by 1940 they had risen to $46,270.31, and by 1944 to $134,346.44. 

All of the defendant’s advertising has been of a purely local nature, and has 
been done by mail, newspaper and radio. In 1941 and 1944, advertisements ap- 
peared in the Stamford Advocate on three different dates, in each of which the 
store was described as “Miller’s Lilliputian” without the use of the word “Shoppe.” 

On November 9, 1945, the defendant had 26 charge customers residing out- 
side of Connecticut, to whom advertising material was sent, and from whom orders 
were filled by mail; and on September 13, 1944, two comparison shoppers, employed 
by the plaintiff, separately visited the defendant’s store, purchased some children’s 
clothing, paid cash, and, at their request, the defendant mailed the purchases to 
designated persons at their respective New York addresses. 

In 1933, the existence of “Miller’s Lilliputian Shoppe,” at Stamford, Connecticut, 
was brought to the attention of the plaintiff, and a representative of the plaintiff 
thereupon called on Jacob Miller and demanded that he discontinue the use of the 
words “Lilliputian Shoppe.” Again in 1934, this same representative saw Jacob 
Miller and renewed his demand, which was refused. Nothing further was done 
by the plaintiff until 1942, when Mr. LeBoutillier, the president of the plaintiff, 
went to Stamford to select a location for a branch store, and in passing througl1 
Bedford Street noticed the defendant’s place of business. The plaintiff's Stamford 
branch was opened on August 3, 1942, and on October 9, 1944, another demand 
was made upon the defendant to discontinue the use of “Lilliputian Shoppe.” 
Negotiations followed, and upon their collapse the present suit was instituted. 

It is unnecessary to decide whether “Liliputian Bazaar” is a proper subject of 
federal registration, for it is settled that registration does not enlarge the plaintiff’s 
substantive rights, but merely confers jurisdiction on the court and gives certain 
procedural advantages. Armstrong Co. v. Nu-Enamel Corp., 305 U. S. 315, 324 [29 
T.-M. Rep. 3]; Emerson Electric Mfg. Co. v. Emerson Radio & P. Corp., 105 
F. 2d 908, 910 [29 T.-M. Rep. 514] ; George W. Luft Co. v. Zande Cosmetic Co., 
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142 F. 2d 536, 541 [34 T.-M. Rep. 190], cert. den. 323 U. S. 756. Here, the 
registration furnishes a substantial ground for federal jurisdiction, and the court 
clearly has incidental or pendent jurisdiction under the doctrine of Hurn v. Oursler, 
289 U. S. 238 [23 T.-M. Rep. 267], to adjudicate the claim of unfair competition. 
Armstrong Co. v. Nu-Enamel Corp., supra; Pure Oil Co. v. Puritan Oil Co., 
127 F. 2d 6 [33 T.-M. Rep. 183]. 

The question remains whether the defendant is guilty of unfair competition 
in the use of the words “Miller’s Lilliputian Shoppe” in connection with the sale 
of infants’ and children’s apparel at the defendant’s store at Stamford, Connecticut. 
This question is purely one of fact, and the test is whether the public is likely to 
be deceived. Middletown Trust Co. v. Middletown Nat. Bank, 110 Conn. 13, 
147 Atl. 22; Yale & Towne Mfg. Co. v. Rose, 120 Conn. 373, 181 Atl. 8; George 
W. Luft Co. v. Zande Cosmetic Co., supra. I have already found that “Liliputian 
Bazaar” as applied to infants’ and children’s apparel signifies Best & Company. 
[ do not think though that the use by the defendant of the words “Miller’s Lilliputian 
Shoppe” is likely to deceive; the addition of the words “Miller’s” and “Shoppe” 
to the word “Lilliputian” sufficiently distinguishes the name from “Liliputian 
Bazaar” so as to remove any likelihood of deception. The record in the case is 
singularly devoid of a single instance where a purchaser bought merchandise from 
the defendant believing it to be that of the plaintiff. Indeed, Mr. LeBoutillier, 
the president of the plaintiff, testified that he was unable to recall a single occa- 
sion that he knew or heard of where anyone confused the plaintiff and the defend- 
ant, and I find nothing to a contrary effect in the testimony of the different fact 
witnesses called by the plaintiff. 

I do not think that \enendez v. Holt, 128 U. S. 514, and other similar cases 
cited by the plaintiff have any application. In those cases, it was held that the 
use of a defendant’s name in connection with an infringing mark is “an aggravation 
and not a justification” of the infringement. Here, there is no infringement be- 
cause the descriptive word “Lilliputian,” standing alone, is not the subject of 
exclusive appropriation, Ball v. Broadway Bazaar, 194 N. Y. 429, and the defend- 
ant has a perfect right to use the word as long as it is used in a setting which does 
not point to Best & Company. The defendant not only adds the distinguishing 
word “Shoppe” to “Lilliputian” but also prefixes the word “Miller’s,” thereby ex- 
pressly negativing any suggestion of Best & Company. 

I find, therefore, that the defendant is not guilty of unfair competition in the 
use of the words “Miller’s Lilliputian Shoppe” in connection with the sale of 
infants’ and children’s apparel at the defendant’s store at Stamford, Connecticut. 

There may be a decree for the defendant dismissing the complaint, with costs. 
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AUGSTEIN, et AL., boinc BusINEsS AS AUGSTEIN & CO. v. SAKS, ET AL., 
DOING BUSINESS AS SAKS & KAY, ET AL. 


District Court, N. D., California S. Div. 
July 10, 1946 


TRADE-M ARKS—INFRINGEMENT 


Infringement of a trade-mark consists of the unauthorized use of an identical mark, or 
a colorable imitation of a mark which has already been appropriated by another, by affixing 
such a mark to goods of the same or similar class. 


Most reliable test of infringement is the investigation and comparison of the trade- 
marks involved. 


TRADE-M ARKS—GEOGRAPHICAL NAME 


“Saxony” is geographical and has secondary meaning when associated with wool. 
TRADE-MARKS—NotT CONFUSINGLY SIMILAR 


“Saxony of California” does not infringe “Sacony.” 


Action by Adolph M. Augstein and Egmont A. Egerer, copartners doing busi- 
ness as S. Augstein & Co., against George Saks and Irving Kay, copartners doing 
business as Saks & Kay, John Doe Company, Henry Doe, Charles Doe, and Jane Doe 
for trade-mark infringement and unfair competition. Complaint dismissed. 


Goldstein, Barceloux & Goldstein, J. Oscar Goldstein and Burton J. Goldstein for 
plaintiffs. 

Boyken, Mohler & Beckley, A. W. Boyken and W. Bruce Beckley, all of San 
Francisco, Calif., for defendants. 


Sr. Sena, D.. 7. : 


This is a suit in equity by which plaintiffs seek, primarily, injunctive relief against 
infringement of a trade-mark and, by inference, charge unfair competition. 

Disregarding the chronology of allegations, the complaint alleges in substance 
that plaintiffs, Adolph M. Augstein and Egmont A. Egerer, are co-partners engaged 
in the manufacture and sale, in interstate commerce, of women’s wearing apparel 
including suits, dresses and sportswear, under the firm name and style of S. Augstein 
Co., and have their principal place of business in New York City; that defendants, 
George Saks and Irving Kay, are co-partners doing business as Saks & Kay and 
have their principal place of business in San Francisco; that this action arises 
under the trade-mark laws of the United States; that from the year 1920 to August, 
1942, plaintiffs’ predecessors in interest, 1.e., a family partnership known as 
S. Augstein & Co., had used in interstate commerce throughout the United States 
the trade-mark “Sacony,” which was coined from letters of the firm name and the 
location of its business; that on October 7, 1941, the trade-mark was duly regis- 
tered in the United States Patent Office and numbered therein 390794; that on 
August 1, 1942, the plaintiffs’ partnership was created and that thereafter the 
trade-mark was assigned to plaintiffs; that the trade-mark “Sacony” is valid and 
subsisting and that plaintiffs are the sole owners thereof; that plaintiffs’ products 
and those of their predecessor in interest have been extensively advertised and sold 
in retail stores throughout the United States, including stores in San Francisco, 
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under their trade-name “Sacony,” which name has long identified and distinguished 
plaintiffs’ merchandise from that of all other merchandise of the same class and 
type; that the name with the legend “Reg. U. S. Pat. Off.” was affixed to all of 
plaintiffs’ products; that since about July, 1945, defendants, with full knowledge 
of plaintiffs’ trade-mark and without plaintiffs’ license or consent, have advertised 
and sold in interstate commerce, ladies’ suits and other garments of the same 
descriptive properties and of a type and character similar to garments sold by 
plaintiffs under the trade-mark “Saxony”; that “Saxony” is a colorable imitation 
of “Sacony”; that as a result of defendants’ use on their products of the trade- 
mark “Saxony,” retail merchants throughout the United States are enabled to and 
do substitute and pass off defendants’ products for those of plaintiffs, and to the 
plaintiffs’ great damage and loss; that unless restrained defendants will continue 
to infringe plaintiffs’ trade-mark to plaintiffs’ irreparable damage and injury. 
Prayer was for temporary and permanent injunction, accounting, damages and 
costs. 

For lack of knowledge or information sufficient to form a belief, defendants 
denied all the material allegations of the complaint except ‘he registration of plain- 
tiffs’ trade-mark and their own partnership which were admitted. The answer 
alleged that defendants had since July, 1945, advertised and sold in interstate 
commerce and otherwise, women’s tailored suits and coats under the trade-mark 
“Saxony of California’ without the consent or license so to do from plaintiffs. 
As a separate defense the answer alleged that the complaint failed to state a claim 
for which relief can be granted. This defense was not pressed and trial was had 
on the merits. 

The evidence is clear as to the long use of plaintiffs’ trade-name ‘“‘Sacony” 
prior to its registration, and that plaintiffs and their predecessors had a national 
business of no mean proportions. Retail merchants selling their wares number 
not less than five in San Francisco. 

Infringement of a trade-mark consists of the unauthorized use of an identical 
mark, or a colorable imitation of a mark which has already been appropriated by 
another, by affixing such a mark to goods of the same or a similar class. Block 
v. Jung Arch Brace Co., 6 Cir. 300 F. 308, 309; Gold Dust Corp. v. Hoffenberg, 
2d Cir., 87 F. 2d 451, 452 [27 T.-M. Rep. 205]. The crucial test of infringement 
is in the similarity of form, appearance, spelling or sound. Nu-Enamel Corp. v. 
Armstrong Paint & Varnish Works, 5 Cir., 95 F. 2d 448 [29 T.-M. Rep. 3] ; 
Dwinell-Wright Co. v. National Fruit Product Co., \st Cir., 140 F. 2d 618, 623 
[34 T.-M. Rep. 128]. To this is added the question of whether or not the simi- 
larity is sufficient to mislead or deceive the average, prudent or unwary customer 
into a belief that the goods of one manufacturer are those of another. Kresge Co. 
v. Winget Kickernick Co., 8 Cir., 96 F. 2d 978 [28 T.-M. Rep. 342]; Northam 
Warren Corp. v. Universal Cosmetic Co., 7 Cir. 18 F. 2d 774, 775; Esso, Inc. v. 
Standard Oil Co., 98 F. 2d 1 [28 T.-M. Rep. 386], in which the trade-mark 
involved was “Soco.” 

In the instant case there is neither allegation nor proof that the trade-mark 
“Saxony of California” misled the public. The nearest approach to such an allegation 
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was that retail merchants were enabled to and did substitute defendants’ merchandise 
for that of plaintiffs, which would be unfair competition, but there was no substan- 
tial evidence tending to prove even that allegation. Whether retail merchants who, 
it is to be presumed know the manufacturers with whom they deal, could be 
classified as the “purchasing public’”’ is a question which need not be discussed or 
decided. 

The first and most reliable test of alleged infringement is investigation and com- 
parison of the trade-marks involved. Plaintiffs’ trade-mark consists of the single 
word “Sacony,” in practically vertical script, with the letters so out of alignment 
as not to conform to any geometrical line or curve. It is admittedly a coined word 
without dictionary recordation or definition. It is in fact a trade-name, a symbol. 
The authorities are unanimous in the statement that the sole purpose of a trade- 
mark or a trade-name is to identify the goods, wares and merchandise to which 
it is affixed or imprinted as the wares of a certain manufacturer. “Sacony” has 
served that purpose for more than twenty-five years. 

Defendants’ trade-mark is not the single word “Saxony” as alleged in the com- 
plaint and as invariably referred to by plaintiffs’ counsel during the trial. It is a 
three word, two line trade-mark. The word “Saxony” appears alone in clear 
sizable Spencerian script or an oblique alignment, below which and well to the 
right of the center, in equally clear and only slightly smaller script, are the words 
“Of California.” “Saxony” is a geographical term and has a secondary meaning 
when associated with wool. Thus in spelling, form and appearance the two trade- 
marks are markedly dissimilar. 

Now as to sound, that is, pronunciation: Common knowledge suggests if it 
does not warrant a conclusion, that few persons, if anyone, would pronounce 
“Sacony” by dividing the word into two instead of three syllables, 7.e., “Sac-ony,” 
and emphasize the first. One of plaintiffs was asked which was the correct pro- 
nunciation, “Sacony,” or “Sacony,” and his answer was that the latter was “the 
accepted pronunciation.” A second witness, who was contact representative of 
plaintiffs among its eight hundred customers throughout the United States, testi- 
fied that throughout the East where Standard Oil Company’s trade-names are 
familiar, “you will hear” the accent on the second syllable, 7.e., “Sacony,” but that 
customers pronounced “Sacony” “both ways” and when asked which was correct, 
his answer was that the pronunciations were interchangeable. This is not satis- 
factory evidence that plaintiffs had always, and that their customers generally, 
pronounced the trade-name “Sacony.” Nor does it seem logical that anyone familiar 
or unfamiliar with plaintiffs’ trade-mark would naturally pronounce it “Sacony.” 
It is difficult to repel a suspicion that such emphasis as has been placed on accent- 
ing the “Sac,” if any, was recent and for a self-serving purpose. 

Moreover, there is no evidence to support the allegation that “Sacony” had 
acquired a (primary) meaning “throughout the United States.” The most that 
the evidence would warrant is an inference that plaintiffs’ cumtomers—that 1s 
some retail merchants and some of their employees throughout the United States— 
were aware of its meaning. There is neither allegation nor proof that “Sacony” 
had acquired a secondary meaning, i.e., was in the same category as Standard Oil 
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or other equally or less well-known names. To rationalize: If the meaning of 
“Sacony” were generally understood the last syllable (n-y for New York) indi- 
cated that S. Augstein was a New York manufacturer, which would immediately 
distinguish their products and name from those of Saks & Kay and “Saxony of 
California.” Such evidence as was offered to show confusion was very general, 
vague and unsatisfactory. 

It follows from the foregoing that I am of the opinion that there is no infringe- 
ment. This view obviates the necessity of discussing other points on which decision 
might have been predicated. 

Judgment will be entered for defendants. Counsel may submit findings of fact 
and conclusions of law. 





NATIONAL MILLING AND CHEMICAL CO., INC. v. ROHM & HAAS 
COMPANY 


Conimissioner of Patents 


September 20, 1946 


TRADE-MARKS—APPEALS AND PETITIONS TO COMMISSIONER OF PATENTS 
With notice of appeal from the examiner’s decision sustaining opposition, applicant sub- 
mitted amendment to the application changing description of goods, but since opposer objects 
to the amendment, its entry is refused by the Commissioner. 
TRADE-M ARKS—CONFUSING SIMILARITY 
“Triton” is confusingly similar to “Tritex Crystals,” “Crystals” being disclaimed. 


Appeal from Examiner of Interferences. 

Trade-mark opposition No. 23798 by National Milling and Chemical Co., Inc., 
against Rohm & Haas Company, application, Serial No. 466,932, filed January 27, 
1944. From decision sustaining opposition, applicant appeals. Affirmed. 


Harry Langsam, Philadelphia, Pa., for National Milling and Chemical Co., Inc. 
John F. Bergin and T. Wallace Quinn, both of Philadelphia, Pa., for Rohm & 
Haas Company. 


Frazer, F. A. C.: 


This is an appeal from the decision of the Examiner of Interferences sustain- 
ing the opposition of National Milling and Chemical Co., Inc., to the application of 
Rohm & Haas Company for registration of the word “Triton” as a trade-mark 
for “materials and preparations in the form of liquids, pastes, and/or powders 
containing synthetic organic chemicals, for use in cleansing, scouring, laundering, 
degreasing, deterging, and removing soil.” 

The opposition was sustained in view of opposer’s ownership of a prior regis- 
tration for “alkali for general cleansing purposes.”’ The registered mark is the nota- 
tion “Tritex Crystals,” the descriptive word “Crystals” being disclaimed. It was 
the examiner’s opinion that these goods and applicant’s have the same descriptive 
properties, because they “have the same general uses in that they are cleansing 
materials.” 
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With its notice of appeal from the examiner’s decision, applicant submitted an 
amendment to its application whereby it seeks to change the description of mer- 
chandise to read “materials and preparations in the form of liquids, pastes, and/or 
powders containing synthetic organic chemicals as essential ingredients for use with 
other materials in scouring, degreasing, and soaping off in the manufacture of 
textiles.” Applicant thus argues the appeal on the theory that: 


The amended description of goods clearly distinguishes and differentiates applicant's 


goods from an “alkali for general cleansing purposes,” the goods for which opposer’s 
mark is registered. 


3ut the goods remain the same as when the application was filed; and as 
stated by applicant in its amendment of June 24, 1944, before the Examiner of 
Trade-Marks, “they are used for cleaning purposes generally.” There is no restric- 
tion of merchandise as there was in W. B. Roddenbery Co. v. Kalich, 574 O. G. 
794, 65 U.S. P. Q. 254, relied on by applicant; hence that case is not in point. 
And since opposer objects to the proposed amendement, its entry is refused. 

It is true that applicant’s products are neither alkaline nor crystalline, and that 
they differ specifically from ofposer’s product in many other particulars. But 
they are nonetheless merchandise of the same descriptive properties within the 
meaning of the Trade-Mark Act. Procter & Gamble Co. v. J. L. Prescott Co., 
18 C. C. P. A. 1433, 49 F. 2d 959. And as applied to such merchandise, I am 
constrained to agree with the Examiner of Interferences that the marks of the 
parties are confusingly similar. 

Applicant properly insists that “the two marks should be viewed in their 
entirety,’ and cites my decision in C. B. Shane Corporation v. Desmond’s 540 
O. G. 714, 54 U. S. P. Q. 29, to the point that the disclaimed word “Crystals” in 
opposer’s mark “must be considered in determining the question of confusing simi- 
larity.” That decision was reversed by the Court of Customs and Patent Appeals, 
31 C. C. P. A. 779, 139 F. 2d 502. The marks there involved were “Season 
Skipper” and “Desmond’s Seasonaire.”” Because the name “Desmond’s” was dis- 
claimed, the court held the latter mark to be dominated by the word “Seasonaire,” 
and being of the opinion that this word was confusingly similar to the expression 
“Season Skipper,” sustained the opposition. It is equally clear in the instant case 
that opposer’s mark is dominated by the word “Tritex.” Indeed the disclaimed 
word “Crystals” is so purely descriptive of opposer’s goods as to be incapable 
of trade-mark significance. And obviously the complete marks of the cited case 
were less nearly alike than are those here in question. 

The decision is affirmed. 
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EX PARTE WELLS LAMONT SMITH CORPORATION 
Commissioner of Patents 
September 25, 1946 
TRADE-MARKS—DISCLAIMERS 
In Americanese “one buck” denotes “one dollar,” practically to the exclusion of all other 
meanings. As applied to a pair of work gloves, the term indicates nothing else than price. 


Disclaimer will not render mark registrable since it is dominated by words. 
TRADE-M ARKS—PRIOR ADJUDICATION 


Old registration of a similar mark to another adds nothing to the registrability of ap- 
plicant’s mark. 
Appeal from Examiner of Trade-Marks. 
Application for registration of trade-mark of Wells Lamont Smith Corporation, 
Serial No. 453,971, filed June 30, 1942. From decision refusing registration, 
applicant appeals. Affirmed. 


Parry & Miller, Washington, D. C., for applicant. 
Frazer, F. A. C.: 


In the absence of a disclaimer of the words “One Buck,” the Examiner of 
Trade-Marks refused to register those words in association with the picture of a 
buck deer, as a trade-mark for work gloves. Applicant appeals. 

In Americanese “one buck” denotes “one dollar,” practically to the exclusion 
of all other meanings. And as applied to a pair of work gloves, the term could 
indicate nothing else than price. It is thus manifestly descriptive of applicant’s 
goods. 

3ut applicant insists that because the words and the picture are equivalents, 
the mark as a whole signifies a male deer; and that “the purchasing public will not 
overlook the significance of the picture in connection with the meaning of the 
wording.” That may be true when the whole mark is seen, but it is doubtful 
that purchasers would take the trouble to describe the picture in ordering appli- 
cant’s gloves. Rather the goods would probably be advertised and called for 
merely as “One Buck” work gloves, which expression applicant’s competitors have 
an equal right to use. 

Nor do I agree with the examiner that a disclaimer would render the mark 
registrable. I think it is clearly dominated by the words; and as stated in Phillips 
Packing Co. v. Phillips, 589 O. G. 503, 70 U. S. P. Q. 244: 

A composite mark that is dominated by nonregistrable matter may not be registered 
under the Trade-Mark Act of 1905 merely because such matter is disclaimed. 

Applicant cites an old registration of a mark somewhat similar to its own, 
as a “precedent supporting applicant’s contention that the wording ‘One Buck’ ts 
not descriptive of the goods.” The propriety of that registration need not be 
discussed, other than to say that while such inconsistencies are regrettable, nothing 
is thereby added to the registrability of applicant’s mark. Ex parte Sears, Roebuck 
and Co., 527 O. G. 851, 49 U. S. P. Q. 507. 

The examiner’s requirement for a disclaimer is disapproved. His refusal to 
register is affirmed. 
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HYLAND v. GIVAUDAN-DELAWANNA, INC. 
Commissioner of Patents 


September 25, 1946 


TRADE-MARKS—PLEADING AND PRACTICE—OPPOSITION 


Opposition verified June 13 was filed June 25, but opposer testified that the corporation 
was incorporated on June 21 and that thereupon: “the entire business was transferred to the 


newly organized corporation, which took over everything including the trade-marks and 
good-will.” 

Opposer’s attorney gave notice on record that the name of the opposer be changed to 
that of the corporation. Corporation has not opposed and mere substitution of its name for 


that of the opposer did not supply missing allegations of notice necessary to support judg- 
ment in its favor. 


Opposer had diverted himself of all legal interest in the subject matter at time opposi- 
tion was filed. Motion to dismiss opposition is granted. 
PETITION FROM EXAMINER OF INTERFERENCES 
Trade-Mark opposition No. 24403 by Clarence M. Hyland against Givaudan-Delawanna, 
Inc., application, serial no. 480,700, filed March 9, 1945. From decision denying motion to 
dismiss opposition, applicant appeals. Reversed. 


Minier & Fihe, Los Angeles, Calif., for Hyland. 
Thomas Cifelli, Jr., New York, N. Y., for Givaudan-Delawanna, Inc. 


Frazer, F. A. C.: 


By this petition the party Givaudan-Delawanna, Inc., whose application to 
register a trade-mark is involved in the above entitled opposition proceeding, 
seeks a review and reversal of the decision of the Examiner of Interferences deny- 
ing its motion to dismiss the opposition. The petition is not resisted by opposer, 
nor was the motion. 

The notice of opposition was filed by “Clarence M. Hyland, doing business as 
Hyland Laboratories.” It was verified on the thirteenth day of June, 1945, and 
was lodged in the Patent Office on June 25. Testifying as a witness in his own 
behalf, Mr. Hyland stated that Hyland Laboratories was incorporated on June 
21, 1945, and that thereupon: 


The entire business was transferred to the newly organized corporation, which took 
over everything including the trade-marks and good-will. 


It thus conclusively appears that Mr. Hyland had divested himself of all legal 
interest in the subject matter of this proceeding at the time his notice of opposi- 
tion was filed. True, his attorney gave notice “on the record that the name of 
the opposer shall be changed to Hyland Laboratories, a California corporation, 
successor to Clarence M. Hyland.” But the corporation had not opposed, and the 
mere substitution of its name for that of the individual did not serve to supply the 
missing allegations of the notice that would be necessary to support a judgment 
in its favor. The situation is very similar to that presented in de Sanno v. Lieb, 
27 C. C. P. A. 728, 107 F. 2d 615 [29 T.-M. Rep. 651], where a petition to cancel 
was dismissed because “the evidence submitted in his behalf conclusively negatives 
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the alleged rights” of the individual petitioner, and there were no facts pleaded in 
the petition that would have entitled his corporate assignee to relief. 

The Examiner of Interferences denied the motion on authority of Crompton 
Co. v. Bradshaw and Moore, Ltd., 581 O. G. 522, 67 U. S. P. Q. 242. That was a 
cancellation proceeding in which the petitioner had moved for summary judgment, 
supporting its motion “in part by certain documentary exhibits.” Because “all 
material allegations of the petition are denied in the answer, and no testimony has 
yet been taken,” I affirmed the examiner’s denial of the motion. But here opposer’s 
testimony has been taken, as a result of which he is definitely out of court. And 
Rule 56 (c) of the Rules of Civil Procedure expressly provides that judgment on 
motion “shall be rendered forthwith” when it appears that “there is no genuine 
issue as to any material fact and that the moving party is entitled to judgment as 
a matter of law.” 

The decision of the Examiner of Interferences is reversed, and the opposition 
is dismissed. 





THE GREAT ATLANTIC & PACIFIC TEA COMPANY v. WASON 
BROS. CO. 


Commissioner of Patents 


September 16, 1946 


TRADE-MArKs—Goops OF THE SAME DESCRIPTIVE PROPERTIES 
Imitation extracts and flavors for food flavoring have same descriptive properties as 
canned fruits of all kinds. Goods may be sold in the same stores to the same class of pur- 
chasers and may be used in part for same general purposes. 
Applicant’s goods are not now sold in chain stores as are opposer’s goods, but this trade 
practice is subject to change. 
TRADE-MARKS—CONFUSING SIMILARITY 
“Mello-X,” “Mello” being disclaimed, is confusingly similar to “Mello.” “Mello-X,” 
“Mello” being disclaimed, is non-registrable, since it is so completely dominated by “Mello” 
that the disclaimer is in effect a disclaimer of the entire mark. 


Appeal from Examiner of Interferences. 

Trade-mark opposition No. 23686 by The Great Atlantic & Pacific Tea Com- 
pany against Wason Bros. Co., application, Serial No. 466,239, filed December 
31, 1943. From decision sustaining opposition, applicant appeals. Affirmed. 


Munn, Liddy & Glaccum, New York, N. Y., for The Great Atlantic & Pacific 
Tea Company. 
Cook & Robinson, Seattle, Wash., for Wason Bros. Co. 


FRAZER, F. A. C.: 


This is an appeal from the decision of the Examiner of Interferences sustaining 
the opposition of The Great Atlantic & Pacific Tea Company to the application 
of Wason Bros. Co., for registration of the notation “Mello-X” as a trade-mark 
for “imitation extracts and flavors for food flavoring.” The word “Mello” is dis- 
claimed as descriptive. The mark has been used since July, 1943. 
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One of the trade-marks relied on by opposer is the word “Mello,” registered 
July 8, 1924, and renewed, for “canned fruits of all kinds.” Since applicant’s 
goods and those set forth in the registration are such as may be sold in the same 
class of purchasers, and may be used in part for the same general purpose, I think 
they are broadly of the same descriptive properties. That being true, concurrent 
use of the two marks would be reasonably likely to result in confusion; for appli- 
cant has appropriated opposer’s entire mark as a part of its own. Rogers Peet Co. 
v. B. F. Goodrich Co., 31 C. C. P. A. 1191, 143 F. 2d 880 [34 T.-M. Rep. 244]. 

Applicant’s extracts are not now sold in chain stores like those managed by 
opposer, but this is a mere trade practice subject to change. As stated by appli- 


cant’s witness May, applicant is not “precluded” from selling its products to chain 
stores, and: 


If the consumer wants our product and asks for it in the A & P or Safeway stores 
sufficiently, they might be forced on account of the demand to buy our product. 


Applicant argues in its brief that “the mere placing of any descriptive word 
ahead of a letter of the alphabet, even though that descriptive word be a predominat- 
ing part of another mark, should be the right of any registrant and not the basis on 
which prohibition of registration of the mark in its entirety should be predicated.” 
Of course, the correct rule, as stated in Franco-Italian Packing Corp. v. Van Camp 
Sea Food Co., 31 C. C. P. A. 1029, 142 F. 2d 274, is that: 


We must look to the mark as a whole, regardless of descriptive portions, and determine 
whether or not the use of the whole mark in the same field in which the mark of another 
is used would be likely to cause confusion. 


And the application of that rule in National NuGrape Co. v. Judge & Dolph, 
Ltd. (C. C. P. A.), 154 F. 2d 521, 69 U. S. P. Q. 388, furnishes a complete answer 
to applicant’s argument. 

Not only am I convinced that the opposition was properly sustained, but it is 
my opinion that applicant’s mark is nonregistrable as presented, regardless of 
opposer’s rights. It is so completely dominated by the word “Mello” that in dis- 
claiming that word applicant has in effect disclaimed the entire mark. 

The decision of the Examiner of Interferences is affirmed. 


















































PART II 


TABLE OF CONTENTS 


ACME CHEMICAL COMPANY v. DOBKIN, traping as ACME CHEMICAL 
COMPAN Y—(D. C. W. D. Penn.)—The law will protect a corporation with a prior 
lawful entry into a field under a legally adopted name and by a prior appropriation 
and use thereof .. 


LARUX COMPANY, INC. v. NICOL, Et at.—(Minn. Sup. Ct.)—Transfer of trade- 
mark and copyrighted label as collateral security for contractual obligations is valid 
and does not violate rule that transfer of trade-name is effective only when accompanied 
by the transfer of product or business with which it is identified .... 339 


CHICAGO PNEUMATIC TOOL COMPANY v. BENDIX AVIATION CORPORA- 

TION—(C. C. P. A.)—Since goods are not of the same descriptive propertics it is immate- 
rial that appellant was subsequent to appellee in adopting and using its mark or that, 
appellant’s mark is identified with the first word in that of appellee .. 


Ge 
own 
_ 


MISHAWAKA RUBBER & WOOLEN MANUFACTURING COMPANY v. S. S. 
KRESGE COMPANY—(D. C. E. D. Mich. S. Div.)—In a trade-mark and unfair 
competition case, where, as here, defendant’s infringement was neither deliberately wilful 
nor in bad faith, and it contested in good faith and reasonably all claims of unlawful 
action, upon which its defense was sustained in part, and the trade-mark owner suffered 
no damages beyond loss of profits, there is no basis for a punitive or exemplary award 
beyond loss of profits .. eons 


~ 
~ 
~~ 


;EMLOID CORPORATION v. PRO-PHY-LAC-TIC BRUSH COMPANY—(D. C. 
S. D. N. ¥Y.)\—While within recent years courts have adopted a more liberal attitude 
toward suits against foreign corporations, it is still law in the Second Circuit that the 
court has no jurisdiction over a foreign corporation which merely rents showroom and 
office space im the state and employs salesmen to procure orders to be forwarded to the 
home office for shipment of the goods . Sct fis Siatyeted un ee 


GOULD ENGINEERING COMPANY v. GOEBEL, er at.—(Mass. Sup. Jud. Ct.)— 
Registration of symbol as a trade-mark under Massachusetts law gives it no right that 


it did not have at common law ..... LOR en ere ; 365 


SUN VALLEY MANUFACTURING CO. v. MYLISH, Et av., TrapiInc as MYLISH, 
MAUN & DRUCKER—(D. C. E. D. Penn.)—Geographical name may not be exclu- 
sively owned by a person or business association for the purpose of a trade-mark, but 
it may be protected as a trade-name where it has acquired secondary meaning ........ 370 


E. H. SCOTT RADIO LABORATORIES, INC. v. PHILHARMONIC RADIO COR- 
PORATION—(Commissioner of Patents)—Applicant applied for registration in 1944 
while suspension order was still in effect. Neither party having resumed sales to civil- 
ians, the application to register is denied without prejudice to right to file new applica- 

tion, and opposition is dismissed without prejudice to right to oppose new application... < 





322 THIRTY-SIX TRADE-MARK REPORTER 





PART II 


ACME CHEMICAL COMPANY v. DOBKIN, trapinc as ACME 
CHEMICAL COMPANY 


District Court, W. D. Pennsylvania 
October 2, 1946 


TRADE-MARKS—UNFAIR COMPETITION—NAMES OF COMPANIES 

The law will protect a corporation with a prior lawful entry into a field under a legally 

adopted name and by a prior appropriation and use thereof. 
TRADE-MARKS—GENERAL PRINCIPLES 

Terms trade-mark and trade-name overlap, but, generally, the former is applicable to 
the vendible commodity to which it is affixed while the latter applies to the business and its 
good-will. 

In action wherein plaintiff complains of defendant’s use of “Acme” in business name, 
defendant cannot bring defense that there are many local corporations having “Acme” in 
corporate name. Wrong done to plaintiff by defendant, cannot be redressed or condoned 
by wrongs done by others. 

Innocence of intention to do wrong will not avert damage through confusion of names. 
Nor may defendant justify use of name plaintiff's volume of business is comparatively 
small or that defendant was unaware of competition with plaintiff’s products. 

It is the majority rule of law that relief may be had even though the plaintiff's and 
defendant’s goods are so completely different as to be in no sense competitive and regard- 
less of whether the goods were competitive in character, actually doing business by the 
plaintiff on a substantial basis in the territory where the relief is sought is not a pre- 
requisite to granting relief. 

PENNSYLVANIA Fictitious NAME AcTt—PuRPOSE 

The Act is to give notice to the public as to who is the owner of a registered business 
Third parties can look to credit of owner prior to conducting business under registered 
name. Defendant’s credit standing will not be prejudiced if he is enjoined from use of 
name registered under the Act. 

UNFAIR COMPETITION—INJUNCTIVE RELIEF 

Court will grant injunction against use of Acme Chemical Company and Acme in busi- 
ness selling deodorants or deodorizing equipment. Although goods are not directly competi- 
tive, actual competition in the market is not essential to unfair competition though only 
slight confusion is shown, comparison of names and character of the business shows likli- 
hood of future confusion. 


Action by Acme Chemical Company against Israel Dobkin, trading as Acme 
Chemical Company, for unfair competition in which defendant counterclaimed 
for unfair competition. Decree for plaintiff. 


Charles Denby, Pittsburgh, Pa., and Lecher, Michael, Spohn & Best, Milwaukee, 
Wis., for plaintiff. 
Daniel Krause, Pittsburgh, Pa., for defendant. 


Gour ey, D. J.: 


The complainant instituted this action against the defendant to enjoin and re- 
strain him, his servants, agents and employees from using the name “Acme Chemical 
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Company” or any similar name incorporating the name “Acme” in the conduct of 
his business. In addition thereto, the complainant seeks therefor damages from 
the defendant, and, in addition, to have the defendant account for and pay over to 
the plaintiff all profits realized by the defendant upon sales of products sold by him 
while trading as and under the name “Acme Chemical Company.” 

The defendant in his answer has set up a counterclaim and demands that the 
Acme Chemical Company, a corporation, the plaintiff, be enjoined and restrained 
from using the name “Acme Chemical Company” or the name “Acme” in the con- 
duct of its business; that the plaintiff pay to the defendant damages which the de- 
fendant has suffered by the acts of the plaintiff and that the plaintiff pay to the 
defendant all profits realized upon sales of kindred products sold by the plaintiff 
while trade as ‘““Acme Chemical Company” in the City of Pittsburgh, and elsewhere 
in Pennsylvania. 

Each of the parties furthermore pray the Court to grant such other and further 
relief as the Court may deem just and proper. 

[ make the following special findings of fact: 

1. Plaintiff is a corporation incorporated under and existing by virtue of the 
laws of the State of Wisconsin, the date of said incorporation being November 4, 
1916; the principal place of business of the Corporation is Milwaukee, Wisconsin, 
and said articles of incorporation were issued to the Corporation under the name 
“Acme Chemical Company.” 


2. The defendant is a resident and citizen of the State of Pennsylvania; the 


defendant has conducted his business in the City of Pittsburgh, Allegheny County, 
Pennsylvania, since June of 1944, and registered his said business in the Office 
of the Prothonotary of Allegheny County, Pennsylvania, and with the Secretary 
of the Commonwealth of Pennsylvania, under the Fictitious Name Act of Pennsyl- 
vania, on the 22nd day of June, 1944, said business being registered under the 
names of Reuben Dobkin and Israel Dobkin, trading and doing business as “Acme 
Chemical Company,” Pittsburgh, Pennsylvania. 


3. The amount in controversy exceeds the amount of $3,000.00, exclusive of 
interest and costs, and the parties are residents of different states. 


4. The plaintiff, Acme Chemical Company, a corporation, is not registered as 
a foreign corporation authorized to do business in the Commonwealth of Pennsyl- 
vania. However, the Acme Chemical Company, a corporation, maintains sales- 
men in Western Pennsylvania and in the City of Pittsburgh, Allegheny County, 
Pennsylvania, who operate from their residence. No office or other place of busi- 
ness is maintained, and no listing is carried in the telephone directory. 


5. The plaintiff company carries on its relation through its salesmen in western 
Pennsylvania in such a manner as the whole of the business conducted by the 
plaintiff company, through its salesmen, amounts to dealing in interstate commerce, 
and no business is conducted within the classification of intrastate commerce. 


6. Plaintiff’s business is an old, established business. The plaintiff corpora- 
tion is successor to a partnership of the same name which was engaged in the same 
type of business from 1906 to 1916. Said partnership was in turn preceded by 
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earlier partnerships which were engaged in similar business under different names 
trom a date prior to 1894. 

7. Plaintiff manufactures and sells numerous products which fall into three 
broad classes: (a) disinfectants, deodorants, antiseptics, insecticides and similar 
sanitary products; (b) floor seals and waxes, and related products for maintaining 
floors; (c) water conditioning preparations and boiler preparations. 

8. Among plaintiff's products are deodorant preparations in various forms 
(cakes, disks, powders, sprays, etc.) for toilet room, hospital, factory, institutional 
and similar use. Products of this character have been manufactured and sold by 
the plaintiff since long before 1929. 

9. Plaintiff's various individual products are designated by separate trade 
names applicable to each particular product. Thus, deodorants made by plaintiff 
are known as “Accozone,” “‘Klomine,”’ “Perfumo,” “Ukazone,” etc.; but in each 
case the labels upon the boxes, cartons, drums or other containers in which the 
products are sold and distributed are prominently marked to show that the products 
are manufactured by “Acme Chemical Company.” 

10. All of the plaintiff's advertising and literature bear the name “Acme 
Chemical Company” or “Acme Chemical Co.” Plaintiff has advertised nationally 
under its name in magazines; by direct mail; and by direct distribution of its 
literature by its salesmen. 

11. Many hundreds of copies of various items of plaintiff’s literature have been 
distributed through the efforts of its salesmen in western Pennsylvania since 1940. 

12. Plaintiff spends approximately $75.00 per month upon advertising in 
western Pennsylvania. 


13. Plaintiff does a business with a total annual volume of approximately 
$500,000.00. 

14. Plaintiff has made sales of its products in western Pennsylvania at least 
since 1937, 

15. Plaintiff only made isolated sales of its merchandise in western Pennsyl- 
vania prior to 1937, since all matters of business were conducted by mail order. 

16. Prior to November, 1940, plaintiff's sales to customers in western Pennsyl- 
vania were made direct from plaintiff’s home office. Since November, 1940, plain- 
tiff has maintained a sales representative in western Pennsylvania. The western 
Pennsylvania territory comprises the eighteen western counties in Pennsylvania. 

17. Between the period of May, 1944 and the summer or fall of 1944, plain- 
tiff maintained no representative in the western Pennsylvania territory but con- 
ducted its business solely by mail order. 

18. Plaintiff has three other representatives in other territory in the State of 
Pennsylvania. 

19, Since plaintiff has maintained a representative in western Pennsylvania, 
its sales in this area have amounted to the following sums: 


1940 (one month) ............ ye eas rae ieee) SSR 
BE Sree drs Selb ldo ko ROR CARON Paw ORL Ee 
1942 Bis 2a Tacs b eae dene bs O¥oea eae Vin bee 


1943. SPide el SNE Oe ee ohne wena eae wa tlenen 25,359.28 
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BE sciatica veiedios cava widens adie eee ae 14,962.97 
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20. Plaintiff's sales are made primarily through the personal solicitation of its 
salesmen. They call upon schools and other public institutions, larger industrial 
establishments, hotels, stores, etc. 

21. Plaintiff is commonly known and referred to not only by its full name 
of “Acme Chemical Company” but also as “the Acme Company”; or merely as 
“Acme”; or by the name “Acme” in combination with the trade-name of its 
products, as for instance “Acme Misto Company”; and plaintiff's customers often 
refer to its salesmen as “the Acme man.” 

22. The word “Acme” is the essential part of the distinctive name by which 
plaintiff and its products are known and associated in the minds of the public. 

23. Throughout the years of the corporate existence of the plaintiff and of 
the existence of the predecessor partnership of the same name, plaintiff's various 
products have in the public mind come to be associated and identified with plaintiff 
by association with the name “Acme Chemical Company.” 

24. Defendant has conducted his business as an individual under the registered 
fictitious name “Acme Chemical Company” in Pittsburgh, since about June 1, 
1944. 

25. Defendant’s said business has constituted the manufacture and distribution 
of a deodorant device together with a deodorant used therein for use in stores, 
hotels, restaurants, and other public places of business. This device and deodorant 
bears the name “Aer-O-Matic Deodorizer,” said deodorant device bears a label 
indicating that it is a product of Acme Chemical Company, Pittsburgh, Pennsylvania. 

26. Defendant does not sell to the retail trade. His method of operation is to 
sell to selected distributors. The distributor then provides a service to the retail 
trade by leasing the deodorant device to the customer and servicing the said device 
with deodorant blocks suitable for use therein. Defendant maintains contracts with 
64 distributors in 26 states. 

27. Defendant sells no other product. 

28. Defendant owns the building in which he operates. His total investment, 
including the building, in the said business is approximately $50,000.00. He em- 
ploys seven employees in the manufacture of his product. 

29. Defendant has advertised extensively in newspapers and magazines at a 
cost of approximately $150.00 per month. The defendant also sends quantities of 
literature to his distributors for the information of distributors and not for use 
with the retail trade. In the literature defendant is always referred to as “Acme 
Chemical Company of Pittsburgh, Pa.” Defendant sends no literature to the retail 
trade. He also suggests types of advertising that distributors might use, but in each 
case the distributor when advertising to the public uses his own name and not the 
name “Acme Chemical Company.’ 

30. Both the plaintiff and the defendant are engaged in the sale of deodorants 
which serve the same purpose and use but, practically speaking, work in different 
ways. The defendant manufactures deodorant equipment and the deodorizer is 
placed in said equipment through a hole in the deodorizer which fits over a metal 
part in the deodorant equipment. The deodorant equipment manufactured by the 
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defendant is attached to a door and when the door opens and shuts, through the 
mechanical contraption, the fumes or the odor from the deodorizer is caused to 
circulate through the room. The plaintiff company manufactures and sells a 
deodorizer which is used without the aid or benefit of any equipment other than 
being sold in a box or a container which can be fastened or hung on a wall, or 
which can be removed from the container and placed in a receptacle in a room 
for the benefit that the deodorant may be desired. The deodorizer of the plaintiff 
company could not be practically used in the deodorizing equipment of the defend- 
ant. There is no hole in the deodorizer of the plaintiff and if placed in the equip- 
ment of the defendant, it would crumble and, as a result thereof, lose the perfume 
or deodorizing effect. 

31. Defendant carries on all his business under the name “Acme Chemical 
Company.” He is listed in the public telephone book as “Acme Chemical Company” ; 
he advertises under that name; his literature, letterheads, boxes, etc., bear the name 
“Acme Chemical Company.” 

32. Defendant uses no means of distinguishing himself, trading as “Acme 
Chemical Company,” from the plaintiff company other than “Acme Chemical Com- 
pany, Pittsburgh, Pa.” 

33. Defendant intends to extend his operations into other states, where he 
proposes to do business under the name “Acme Chemical Company.” He has 
already advertised his business under that name in other states. 

34. Plaintiff first heard of the defendant on May 14, 1945, when one of plain- 
tiff’s customers showed plaintiff's representative a circular issued by the defendant 
under the name “Acme Chemical Company,” and asked him whether plaintiff 
company had another representative in western Pennsylvania beside him. 

35. In June, 1945, plaintiff gave the defendant notice that the defendant was 
using plaintiff’s name. 

36. The only additional definite instance of confusion between the plaintiff 
and defendant occurred sometime in October, 1945, when the representative of 
the plaintiff company was securing an order from a company in the City of Pitts- 
burgh. On this occasion the office secretary of the individual who was giving the 
order to the representative of the plaintiff company set forth on the order blank 
the address of the plaintiff company to be that of the defendant company in the 
City of Pittsburgh. Said secretary secured the address by referring to the telephone 
directory which carried a listing of the defendant company but no listing of the 
plaintiff company. The mistake was corrected without difficulty due to the fact 
that the agent of the plaintiff company ascertained said fact prior to the time that 
the order secured was forwarded to the offices of the plaintiff company at Milwau- 
kee, Wisconsin. 


37. By reason of the similarity of plaintiff’s name and the name under which 
defendant is doing business, and of the similarity of their products, there is likeli- 
hood of confusion in the minds of the public as between plaintiff and defendant. 

38. Defendant has not given a satisfactory explanation of his choice of the 
name “Acme Chemical Company” under which he is doing business. The plain- 
tiff has not given affirmative consent or authority to the defendant to operate or 
conduct his business under the name “Acme Chemical Company.” 
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39. Although the plaintiff notified the defendant to cease doing business under 
the name “Acme Chemical Company” in June of 1945, the defendant has failed to 


do so. 
Discussion 


It is well to first consider that a corporate name is in the nature of property 
right. Under the law the corporate name is a necessary element of a corporation’s 
existence. There is an important distinction between a corporate name and an 
individual name in respect to the manner of their acquisition. The corporation 
acquired its name by choice and need not select a name identical with or similar to 
one already appropriated by a senior corporation while an individual’s name is 
thrust upon him. This same principle is true when an individual who registers 
under the Fictitious Name Act of the Commonwealth of Pennsylvania selects a 
name under which he desires to do business. As a result thereof, prior lawful 
entry into a field under a legally adopted name and by prior appropriation and use 
thereof, a corporation acquires a right to such names which the law will regulate 
and protect. Standard Oil Co. of New Mexico v. Standard Oil Company of 
California, 56 F. 2d 973 (10th Circuit). 

It is sometimes confusing as to whether a name of a corporation is to be re- 
garded as a trade-mark, a trade-name, or both. To some extent the two terms 
overlap, but there is a difference, more or less, definitely recognized, which is, that, 
generally speaking, the former is applicable to the vendible commodity to which it 
is affixed, the latter to a business and its good-will. A corporation name, therefore, 
seems to fall more appropriately into the latter class or that of a trade-name. The 
precise difference, however, is not often material, since the law affords protection 
against its appropriation in either view upon the same fundamental principles. 
Any act which produces confusion or uncertainty concerning the corporate name 
is well calculated to affect the identity and business of the corporation. As a matter 
of fact, in some degree at least, the natural and necessary consequence of the wrong- 
ful appropriation of a corporate name is to injure the business and rights of a cor- 
poration by destroying or confusing its identity. The general doctrine is that courts 
of equity not only will enjoin the appropriation and use of a trade-mark or a trade- 
name where it is completely identical with the name of the corporation, but will 
enjoin such an appropriation and use where the resemblance is so close as to be 
likely to produce confusion as to such identity, to the injury of the corporation to 
which the name belongs. Any act committeed by the junior individual who uses 
the corporate name which would cause damage to the credit or reputation for integ- 
rity and fair dealing of the senior corporation, as committed by the latter, would 
injure it if the public, because of the similarity of the name, should attribute such 
act to the senior corporation. American Steel Foundries v. Robertson, 269 U.S. 
380, 381, 382. 

Unless the junior business which is conducted under a name similar or the 
same as the senior business, is so formed and distinctly removed as to creat abso- 
lute insurance against the public confusing the two, it is unlawful. This is true 


for the reason that the appropriation of the name of a corporation, regardless 
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of whether it is a junior corporation or an individual doing business under a fic- 
titious name, the use of the senior corporate name not only would lead to con- 
fusion but would amount to an appropriation of the reputation that goes with the 
use of the name, and removes that reputation from the power of the owner to 
protect. Standard Oil Co. of New Mexico v. Standard Oil Co. of California, 
56 F. 2d 973 (10th Circuit). 

The Court has carefully considered the authorities cited by both the plaintiff 
and the defendant, and has made a very exhaustive and thorough investigation 
of the question involved, and will refer to the same in some detail. 

In the case of Akron-Overland Tire Company v. Willys-Overland Company, 
273 F. 674 (3rd Circuit), the court enjoined the Akron-Overland Tire Company 
from using the word “Overland” in a proceeding filed by the Willys-Overland 
Company where the Tire Company was engaged in the business of retreading 
automobile tires and in the sale of its stock and securities, and where the Willys 
Overland Company was engaged solely in the business of manufacturing automo- 
biles. 

In the case of Wall v. Rolls-Royce of America, 4 F. 2d 333 (3rd Circuit), 
Howard Wall engaged in business under the name “Rolls-Royce Tube Company,” 
and carried on the business of selling radio tubes. On complaint of Rolls-Royce 
of America, Inc., which engaged solely in the manufacture, distribution and sale 
of automobiles, aeroplanes and parts thereof, the Court enjoined Wall from using 
the name “Rolls-Royce Tube Company.” The court furthermore held that to 
permit the use of said name would convey to the public a false impression of some 
supposed connection between the two companies. 

In the case of In re Long’s Hat Stores Corp. v. Long’s Clothes, Inc., 231 
N. Y. S. 107, 224 App. Div. 497, the court enjoined the use of the word “long” to 
conduct the business as ‘‘Long’s Clothes, Inc.,”on complaint of Long’s Hat Stores 
Corp., although the defendant sold a different class of merchandise from that sold 
by the plaintiff. 

In the case of Duro Company v. Duro Company, 27 F. 2d 339 (3rd Circuit), 
the Duro Company, an Ohio corporation, engaged in the sale of small internal 
combustion engines under the name “Duro” and the defendant under the name 
of “Duro Company,” a New Jersey corporation, engaged in the manufacture of 
spark plugs. Though making no internal combustion engines, the court enjoined 
the use of the word “Duro” on spark plugs due to the possibility that purchasers 
might be misled into believing that the spark plugs were manufactured by the 
same company which manufactured the combustion engines. 

In the case of Yale Electric Corp. v. Yale & Towne Mfg. Co., 21 F. 2d 467 
(2nd Circuit), and 26 F. 2d 972 (2nd Circuit), the Yale & Towne Manufacturing 
Company engaged in the manufacture of many kinds of hardware, especially locks 
and keys, but not electric flash lights and batteries. The court held that the former 
company was entitled to protection against the use of the trade-mark “Yale” by the 
Yale Electric Corporation and flashlights and batteries manufactured by said 
company. 

In the case of Peninsular Chemical Co. v. Levinson, et al., 247 F. 658 (6th 
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Circuit), the Peninsular Company, owner of the trade-name and trade-mark “Pen- 
slar,” was engaged in the sale and distribution of drug store supplies and sundries, 
not including cigars. The court enjoined Levinson from using the word “Penslar”’ 
in the manufacture of cigars. 

In the case of Vogue Co. v. Thompson-Hudson Co., et al., 300 F. 509 (6th 
Circuit), the Peninsulan Company, owner of from using the name “Vogue” and 
the letter “V” as a label on hats in similitude of the word “Vogue” and the letter 
“V” used by the plaintiff as the name and mark of a style magazine which it pub- 
lished. 

In the case of Aunt Jemima Mills Co. v. Rigney Co., 247 F. 407 (2nd Circuit), 
the Mills Company and its predecessors originated a trade-mark consisting of the 
words “Aunt Jemima’s” accompanying a picture of a laughing negress, and used 
it in marking and selling self-rising flour. Thereafter Rigney Company registered 
the same name to be used for syrups and sugar cream. The court enjoined the 
use of such mark by Rigney and Company on syrup and sugar creams. 

In the case of Del Monte Special Food Co. v. California Packing Corp., 34 F. 
2d 774 [19 T.-M. Rep. 443] (9th Circuit), the Packing Corporation had been 
engaged for many years in the production and sale of various food products under 
the trade-mark “Del Monte Brand,” which did not manufacture or sell oleomar- 
garine. The court enjoined the Food Company from selling oleomargarine marked 
with the trade-mark “Del Monte Brand.” The injury to the California Packing 
Corporation by the use of “Del Monte Brand” by the manufacturer of oleomar- 
garine would not result from preventing the sale of the oleomargarine but from 
a representation to the public that it produces a product which it does not in fact 
produce and over which it has no control. Its reputation for quality is, therefore, 
placed to some extent in the hands of a corporation who owes it no allegiance and 
has no concern in maintaining the high reputation established by the former user 
and it is possible that the junior user may utilize the reputation established to 
sell to the public an inferior production. In other words, the law is concerned in 
making positive that nobody has any right to be placed in a position where his goods 
may be represented to the public as the goods of somebody else doing business 
under the same or a similar name. 

In the case of Armour & Co. v. Master Tire and Rubber Co., et al., 34 F. 2d 
201, the Armour & Company engaged primarily in the preparation of meats for 
consumption, but also manufactured glue, sandpaper, ammonia, soap and other 
articles used by motorists, and was held entitled to an injunction enjoining the de- 
fendant, Master Tire and Rubber Company, from using the word “Armour” as 
its trade-mark in the business of manufacturing and selling automobile tires. 

In the case of Wisconsin Electric Company v. Dumore Co., 35 F. 2d 555 [19 
T.-M. Rep. 496] (6th Circuit), the Dumore Company was engaged in the manu- 
facture of electric motors, polishers, grinders, grills, cloth cutters, hair driers, shoe 
driers and drink mixers, and had used thereon its mark “Dumore.” The Electric 
Company was engaged in the manufacture of washing machines and there was no 
market competition between the two companies. The court enjoined the Electric 
Company from marking its machines with the word “Dumore.” 
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In the case of British-American Tobacco Company, Ltd. v. British-American 
Cigar Stores Co., 211 F. 933 (2nd Circuit), the Tobacco Company was engaged 
in growing tobacco, and the manufacture and selling, at wholesale, of tobacco, 
cigars, cigarettes, and snuff in England and the United States. The Cigar Com- 
pany was engaged in the sale of cigarettes, at retail, through a chain of cigar stores 
in the United States. The court enjoined the Cigar Company from using the 
words “British-American.”’ 

In the case of Standard Oil Company of New Mexico vy. Standard Oil Com- 
pany of California, 56 F. 2d 973 (10th Circuit), in which each of the companies 
were engaged in a similar business, the court enjoined the Standard Oil Company 
of New Mexico from using said name due to the confusing similarity to the Standard 
Oil Company of California. 

In the case of Stork Restaurant, Inc. v. Marcus, et al., 36 F. Supp. 90 [31 
T.-M. Rep. 132], the court restrained Albert Marcus, doing business under the 
name of “The Stork Club” in the City of Philadelphia, from using the name “‘The 
Stork Club” on complaint of the Stork Restaurant, Inc., which was the trade-name 
of the Stork Restaurant, Inc., of New York. 

In the case of Rosenberg & Co. v. Elliott, 7 F. 2d 962 (3rd Circuit), Rosen- 
berg Company, a corporation engaged in the manufacture of clothing, used the 
trade-mark “Fashion Park” and registered it in three ways: “Fashion Park,” 
“Fashion Park Clothes,” and “Tailored at Fashion Park.’ The defendant, Elliott, 
engaged in the sale of hats and caps, and marked said merchandise “Fashion Park.” 
The court enjoined Elliott from using the trade-mark “Fashion Park” on the hats 
and caps. 

In the case of Town Hall, Inc. v. Associated Town Halls, Inc., 44 F. Supp. 
315 [32 T.-M. Rep. 211], Town Hall, Inc., engaged in the dissemination of views 
on all sides of controversial public questions. The court enjoined Associated Town 
Halls, Inc., from using the name “Town Hall” since the activities and purpose 
of this company were found similar to that of the plaintiff, and thereby caused 
confusion. 

In the case of Lady Esther, Ltd. v. Flanzbaum, 44 F. Supp. 666 [33 T.-M. 
Rep. 6], Lady Esther, Ltd., engaged in the sale of face powder, face creams and 
rouge, and the court enjoined Samuel B. Flanzbaum, doing business under the 
name of “Lady Esther Shoes” and “Lady Esther Shoe Store,” which business con- 
cerned solely the sale of ladies’ shoes and stockings, from using the name “Lady 
Esther” in the conducting of said business. 

In the case of Alfred Dunhill of London, Inc. v. Dunhill Shirt Shop, Inc., 3 F. 
Supp. 487, the plaintiff engaged solely in the sale of smokers’ supplies, using the 
name “Dunhill,” and the court enjoined the Shirt Shop Company from using the 
name “Dunhill” in the name of a corporation selling shirts. 

In the case of American Products Co., a Delaware Corp. v. American Products 
Co., a Michigan Corp., 42 F. 2d 488 [20 T.-M. Rep. 513], the plaintiff company 
was engaged in the manufacture and sale of bottled non-carbonated beverages and 
various food products throughout the United States. The defendant was engaged 
in the manufacture and sale of bottle carbonated beverages and various artificial 
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ice products. The court enjoined the: Michigan corporation from using the name 
“American Proucts Company” although the name was geographical, holding that 
the American Products Company, a Delaware Corporation, through its activities 
gave to the name a “secondary meaning” entitling the owner or the plaintiff com- 
pany to protection in its use. 

In the case of Great Atlantic & Pacific Tea Co. v. A. & P. Cleaners & Dyers, 
Inc., of Washington, Pennsylvania, 10 F. Supp. 460 [25 T.-M. Rep. 557], the 
plaintiff company, which was engaged solely in the business of merchandising by 
retail teas, coffees, fruits, vegetables, and foodstuffs, commonly known as A & P 
Stores, was granted an injunction restraining the use of the name “A. & P. Cleaners 
& Dyers,” which business was solely that of dyeing and cleaning of merchandise and 
clothes. 

In the case of Beneficial Industrial Loan Corp., et al. v. Kline, et al., 132 F. 2d 
520 [32 T.-M. Rep. 344] (8th Circuit), the personal finance company of Iowa 
was granted an injunction against Earl L. Kline, doing business as the Personal 
Finance Company, due to the similarity of the names and on the theory of confusion 
of identity and unfair competition. 

In the case of Fox Fur Co., Inc., et al v. Fox Fur Co., Inc., et al., 59 F. Supp. 
12, I. J. Fox, Inc., had an established and successful fur business and evidence 
established that the corporate defendant, Fox Fur Company, Inc., which had entered 
the fur business, was pirating the name and good-will of plaintiff. The court granted 
an injunction against the defendant, Fox Fur Company, Inc., restraining the use 
of the name “Fox Fur.” 

In the case of San Francisco Ass'n for the Blind y. Industrial Aid for the 
Blind, Inc., 152 F. 2d 532 [36 T.-M. Rep. 14] (8th Circuit), the plaintiff organized 
to assist the blind, adopting the word “‘Blindcraft” as its trade-mark and which was 
used upon all of its products. The defendant organized for a similar purpose and 
adopted the word “Blind-Kraft.””. The court in granting an injunction held that 
due to the similarity of names, the injunction should be granted, and the fact that 
the defendant’s volume of business was comparatively small and the fact that the 
defendant was not aware of any competition with the plaintiff's products did not 
justify the use of a similar name by the defendant. 

In the case of Bond Stores, Inc. v. Bond Stores, Inc., 104 F. 2d 124 [29 T.-M. 
Rep. 520] (3rd Circuit), the plaintiff was engaged in the business of manufactur- 
ing and selling of clothing apparel and was a Maryland corporation. The defend- 
ant sold nothing but was in the business of cleaning and repairing clothes. The 
court held that where a manufacturer who has given to his product a trade-name 
by which the product is known, and has acquired for it and for himself a reputation 
for excellence, has thereby acquired a sort of proprietary interest in the name which, 
being his property, cannot be appropriated by others. However, in view of con- 
ciliatory spirit of the defendant, which expressed its willingness to change the name 
to “Bond Cleaners,” the court refused the injunction. 

In the case of Greyhound Corp., et al. v. Goberna, 128 F. 2d 806 [32 T.-M. 
Rep. 333] (5th Circuit), the plaintiff, Greyhound Corporation, was engaged as 
a common carrier of passengers by motor bus in the United States. The defend- 
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ant engaged in business under the name of ‘“‘Havana Greyhound Tours, Inc.” The 
court granted an injunction restraining the use of the word “Greyhound” by the 
defendant for the reason that there was some similarity in the business conducted by 
each of the parties. 

In the case of Kroll Bros. Co. v. Rolls-Royce, Ltd., et al., 126 F. 2d 495 [32 
T.-M. Rep. 238], Court of Customs and Patent Appeals, The Rolls-Royce Com- 
pany was engaged in the manufacture and sale of automobile engines, parts, airplane 
engines and automobiles. The defendant, Kroll Brothers, filed an application for 
registration of the words “Kroll’s-Royce” for use on baby carriages and go carts. 
The court restrained the use of said words by Kroll Brothers due to the fact that 
confusion would exist as to the origin or maker of the goods manufactured and sold 
by Kroll Brothers. 

In the case of Standard Brands, Inc. v. Smidler, 151 F. 2d 34 [35 T.-M. Rep. 
277| (2nd Circuit), the plaintiff manufactured and sold canned vegetables and 
registered the trade-mark “V-8” for a combination of eight vegetable juices. The 
defendant sold dry vitamin tablets which he bought on the open market and packed 
in thin elongated cardboard cartons which had printed thereon “V-8” over the 
words “Vitamin Tablets.” The court restrained the use of the symbol “V-8” by 
the defendant for the reason that there was a likelihood that the goods of the 
defendant would be confused with those of the plaintiff. 

In the case of Aetna Casualty & Surety Co. v. Aetna Auto Finance, Inc., 123 
F. 2d 582 [32 T.-M. Rep. 2] (Sth Circuit), the plaintiff insured automobile risks 
of all sorts; the defendant was in the automobile finance business, lending money 
on automobiles and arranging for the sale of insurance thereon in connection with 
such cars. The court enjoined the use of the words “Aetna Auto” on complaint of 
the plaintiff due to the confusion that would probably exist in the minds of the 
public. 

In the case of Horlick’s Malted Milk Corp. v. Horluck’s, Inc., 59 F. 2d 13 [20 
T.-M. Rep. 362] (9th Circuit), the plaintiff was engaged in the sale of powdered 
malted milk, selling the same only to the retailers and not to the consumers. The 
defendant, George F. Horluck, formed a corporation using the name “Horluck’s 
Malted Milk Shops, Inc.” There was no direct competition between the defend- 
ant and the plaintiff since the defendant sold to the consumers ice cream, sand- 
wiches, food products, beer and, among them, malted milk. The court enjoined 
the use of the name “Horluck’s Malted Milk” or the use of the name “Horluck’s”’ 
in the possessive or “Horlucks” in the plural, but not “Horluck” in connection 
with the business of dispensing or selling malted milk. 

In the case of Standard Oil Co. of Maine, Inc. v. Standard Oil Co. of New 
York, 45 F. 2d 309 [20 T.-M. Rep. 230] (Sth Circuit), the court on complaint 
of the Standard Oil Company of New York restrained the Standard Oil Company 
of Maine from using said corporate name or any corporate name that included the 
words “Standard,” “Standard Oil” or “Standard Oil Company.” 

In the case of Indian Territory Oil & Gas Co. v. Indian Territory Illuminating 
Oil Co., 95 F. 2d 711 [28 T.-M. Rep. 295] (10th Circuit), the Indian Territory 
Illuminating Oil Company was engaged in the manufacture, production, and sale 
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of crude oil, natural gas, gasoline, and other petroleum products. The defendant, 
designated as “Oil and Gas Company,” was engaged in the production of crude 
oil in the pipe line. The plaintiff and defendant were not competitors. The court 
granted an injunction restraining the “Oil and Gas Company” from using the name 
“Indian Teritory Oil and Gas Company” due to the similarity between the corpo- 
rate names and the confusion which would exist in the minds of the public. 

In the case of Great Atlantic & Pacific Tea Company v. A. & P. Radio Stores, 
20 F. Supp. 703 [27 T.-M. Rep. 783], the court on application of the “Tea Com- 
pany,” although the business of the companies were not similar in any respect or 
competitive, restrained the defendant from using the letters “A & P” which were 
abbreviations of the names of the owners of the radio stores and who were engaged 
in the business of selling radios, washing machines and electric refrigerators. 

In the case of Horlick’s Malted Milk Corporation v. Horlick, 143 F. 2d 32 
[34 T.-M. Rep. 222] (7th Circuit), plaintiff was engaged in the manufacture and 
sale of malted milk. The defendant, Charles Horlick, engaged in the manufacture 
and sale of “Horlick Dog Food.” In an action by the plaintiff to restrain the de- 
fendant from using the name “Horlick,” the defendant was directed to place con- 
spicuously on the product “Manufactured by Charles Horlick of Horlicksville, 
Racine, Wisconsin.” 

In the case of Little Tavern Shops, Inc. v. Davis, 116 F. 2d 903 (4th Circuit), 
the plaintiff was the operator of food shops and the defendant engaged in the busi- 
ness of selling soups, sandwiches, meals, and alcoholic beverages, and used the 
words “Hubbard’s Little Tavern Liquors.” The court restrained the defendant 
from the use of the words “Little Tavern” in the conducting of his business. 

In the case of Adam Hat Stores. Inc. v. Scherper, et al., 45 F. Supp. 804 [32 
T.-M. Rep. 430], the plaintiff was engaged in the business of the selling of hats 
and used the words “Adam” or “Adam Hats.’ The defendant operated a store 
under the name of “Adams Hat and Shirt Shop,” and featured “Adams” hats in his 
store. The court restrained the defendant from using the words “Adams” or 
‘“‘Adam” in connection with the sale of hats since there was possible danger of con- 
fusion of identity on the part of the public. 

In the case of R. H. Macy & Co., Inc. v. Macy's Drug Store, Inc., et al., 84 
F. 2d 387 [26 T.-M. Rep. 443] (3rd Circuit), on application of the plaintiff who was 
the owner of a retail department store, the defendant drug store was enjoined 
from the use of the word “Macy’s.” In this case the plaintiff conducted a retail 
department store in the City of New York and did considerable business in the 
City of Philadelphia, and one of its departments sold drugs, cosmetics and medicines. 
The defendant operated a drug store in the City of Philadelphia, and registered 
the name under the Fictitious Name Act as “Macy’s Drug Store.” 

In the case of Western Auto Supply Co. v. Knox, 93 F. 2d 850 [27 T.-M. Rep. 
302] (10th Circuit), the plaintiff under the name of “Western Auto Supply Com- 
pany” furnished supplies and accessories for all makes of automobiles. The de- 
fendant, Charles E. Knox, established a business under the name of “Western 
Auto Salvage Company,” similar to that conducted by the plaintiff. The parties 
were not direct competitors since they operated in different territories. The court 
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restrained the defendant from the use of the name “Western Auto Salvage Com- 
pany” due to the similarity of names. 

In the case of Kotabs, Inc., et al. v. Kotex Co., 50 F. 2d 810 (3rd Circuit), 
the plaintiff manufactured sanitary menstruation pads under the trade-mark 
“Kotex.” The defendant company produced a medicine in the form of tablets for 
relieving menstrual pains and other pains, and sold the tablets under ‘“Kotex- 
Tablets.” The defendant’s product was a medicine used for the same physical 
ailment for which the plaintiff’s product was used as an appliance; the two products 
are related to each other although related in different ways to the same subject. 
The court restrained the defendant of the use of the word “Kotex” in the name 
of its product. 

It, therefore, appears from the consideration of the above cases that when the 
use of a name upon goods by a later competitor will and does lead the public to 
understand that such goods are the product of a concern already established and 
well known under that name, and when the profit of the confusion is known to, 
and, if that be material, is intended by the later man, the law will require him to 
take reasonable precautions to prevent the mistake. There is no distinction between 
corporations and natural persons, or individuals doing business under a fictitious 
name, in the above principle, which is one to prevent a fraud. All the protection 
which the manufacturer is entitled to get against a later person using the same 
name manufacturing similar goods is to require the later person to so use his name 
in marking his goods that they cannot be confused with the earlier manufacturer. 
This is true even though one of the motives of the later person was to obtain an 
advantage by the use of his own name. Waterman Co. v. Modern Pen Co., 235 
U.S. 88. 

Since the defendant is registered under the Fictitious Name Act in the Com- 
monwealth of Pennsylvania, it is well to consider the decisions of the higher courts 
in the Commonwealth of Pennsylvania in connection with the problem before the 
Court for decision. 

In the case of Juan F. Portuondo Cigar Manufacturing Co. v. Vicente Portuondo 
Cigar Manufacturing Co., 222 Pa. 116, the plaintiff was engaged in the manufac- 
ture of cigars and in connection therewith adopted certain labels and, as a result 
thereof, the cigars manufactured became known as “La Flor de Portuondo”’ or 
“Portuondo Cigars.” The defendant, Vicente Portuondo, a brother of the plaintiff, 
permitted the use of his name and, as a result thereof, a company was incorporated 
under the name of ‘Vicente Portuondo Manufacturing Company.” The court adopt- 
ed the general rule that anything done by a rival in the same business by imitation or 
otherwise, designed or calculated to mislead the public in believing that the product 
offered by him for sale they were buying the product of another manufacturer, is in 
fraud of others rights and injunction should, therefore, be issued. 

In the case of Quaker State Oil Refining Co. v. Steinberg, et al., 325 Pa. 273, 
the plaintiff was engaged in the sale of motor oil under the name “Quaker State,” 
and the defendant engaged in a similar business under the name of “Quaker City.” 
In the proceeding filed by the Quaker State Oil Refining Company to restrain the 
defendant from the use of the words “Quaker City,” the injunction was refused 
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for the reason that the name of a town, city or identification of a state or city by 
a commonly accepted term could not be enjoined. Commenting further, the court 
stated that even the most careless observer could recognize the distinction between 
the two: “Quaker State’’ denotes to all Pennsylvania, and “Quaker City” denotes 
Philadelphia. 

In the case of American Clay Manufacturing Co., a corporation of Pennsylvania 
v. American Clay Manufacturing Co., a corporation of New Jersey, 198 Pa. 189, 
the plaintiff was engaged in the manufacture and sale of building bricks, and the 
defendant was engaged in the manufacture and sale of fire brick and sewer pipe. 
The court enjoined the American Clay Manufacturing Company, a corporation of 
New Jersey, due to the similarity of names. 

In the case of Hartman v. Cohn, et al., 350 Pa. 41 [35 T.-M. Rep. 18], Dwight 
Hartman conducted a gentlemen’s tailoring shop, making men’s clothing upon 
order and to measure, and traded under the name of “Dundee Woolen Mills, Cus- 
tom Tailors.” The defendant operated a ready-to-wear clothing business and adver- 
tised under the name of “Dundee Clothing Factory Sales Room.” The court re- 
strained the defendant from using the name “Dundee Clothing Factory Sales Room.” 

In the case of Pennsylvania Central Brewing Co. v. Anthracite Beer Co., 258 
Pa. 45, the court held that any conduct, the natural and probable effect of which 
is to deceive the public, so as to pass off the goods or business of one person as 
and for that of another, constitutes actionable unfair trade competition. If the 
effect be to injure the person senior in business, the fact that the defendant had no 
fraudulent intent is no defense for a claim for injunctive relief. 

In the case of Scranton Stove Works v. Clark, et al., 255 Pa. 23, the court 
held anything done by a rival in the same business by imitation or otherwise, de- 
signed or calculated to deceive the public into the belief that in buying the product 
offered for sale they are buying the product of another manufacturer, is a fraud 
on the other’s rights and affords just grounds for equitable relief. 

In the case of Potter v. Osgood, 79 Pa. Superior Court Reports 397, the plain- 
tiff engaged in business in the City of Pittsburgh under the name of “Pittsburgh 


Distributing Company.’ His business was receiving of merchandise in bulk or car- 
load lots, and distributing the merchandise in smaller quantities to buyers. The 
defendant, junior to the plaintiff, engaged in the wholesale liquor trade in the City 
of Pittsburgh under the name of “Pittsburgh Distributing Company.” The court 
granted injunctive relief, holding that the similarity of names tends to produce con- 
fusion in public minds and unnecessary interference and loss of plaintiff’s business. 


The defendant has cited numerous cases in his brief which the court has care- 
fully read and studied, and I conclude that they are inapplicable here due to either 
factional divergence or non-controlling legal basis. It is true that from the differ- 
ent character of the businesses conducted by the plaintiff and defendant in the pro- 
ceeding before the court, the defendant directly does not compete with the plaintiff. 
This is true for the reason that the plaintiff does not manufacture any deodorant 
equipment and, as a result thereof, cannot compete with the defendant. Further- 
more, the defendant also manufactures a deodorizer which is usable only in the 
equipment which is manufactured by the defendant. On the other hand, the plain- 
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tiff manufactures and sells various types of deodorizers which can and are used 
for the same purposes as the merchandise manufactured and sold by the defendant. 

The primary question, therefore, before the court is—whether there is a 
possible danger to the reputation and credit of the plaintiff company which it is 
probable might arise in the minds of the public from a confusion of identity where 
the parties are engaged in a business of a kindred character. 

Counsel has brought to the court’s attention a long list of corporations which 
appear in the Pittsburgh Telephone Directory which have the word “Acme’’ in 
their corporate names. This list could doubtless be definitely lengthened if con- 
sideration is given to the companies doing business with the word “Acme” in their 
names in western Pennsylvania generally which comprises twenty-four counties. 
However, if a wrong has been done to the plaintiff in this action it cannot be re- 
dressed or condoned by wrongs done by others. 

The defendant contends absolute innocence and devoidance of any intent to 
infringe on the business of the plaintiff. Innocence of intention to do a wrong will 
not avert whatever damage is done through a confusion of name. The wrong, if 
any, is not in the similarity of names but in the use made of the name in producing 
confusion of identity of person. The only effective remedy is the change of name 
or such use of it as that all danger of mistake in identity of the person could be 
avoided. Bond Stores, Inc. v. Bond Stores, Inc., 104 F. 2d 124 [29 T.-M. Rep. 
520] (3rd Circuit). 

It has furthermore been definitely settled as a sound rule of law that a defend- 
ant may not justify its use of the name or trade-mark on the ground that the plain- 
tiff’s volume of business was comparatively small or that the defendant was not 
aware of any competition with the plaintiff’s products. Also the plaintiff has a 
substantial interest in being protected against the confusion which results from 
the use of trade-marks or similar goods in the same trade territory. Rosenberg 
Brothers & Co. v. Elliott, 7 F. 2d 962 (3rd Circuit) ; San Francisco Association 
for the Blind v. Industrial Aid for the Blind, 152 F. 2d 532, 537 [36 T.-M. Rep. 
14] (8th Circuit). 

I believe it is furthermore the majority rule of law that relief may be had even 
though the plaintiff’s and defendant’s goods may be so completely different as to 
be in no sense competitive and regardless of whether the goods are competitive in 
character, actually doing business by the plaintiff on a substantial basis in the terri- 
tory where the relief is sought is not a prerequisite to the granting of relief. Phillips 
v. The Governor & Co., etc., 79 F. 2d 971 [25 T.-M. Rep. 635] (9th Circuit) ; 
The Governor & Co., etc. v. Hudson Bay Fur Co., 33 F. 2d 801 (Sth Division) ; 
Finchley, Inc. v. Finchley Co., Inc., 40 F. 2d 736; Fox Fur Co., Inc. v. Fox Fur 
Co., Inc., et al., 59 F. Supp. 12. 

The defendant has laid considerable stress on the fact that he had invested 
substantial amounts of money and has created an enviable credit standing under 
the name “Acme Chemical Company,” and that he would be substantially prej- 
udiced if he could not continue to conduct his business under the name “Acme 
Chemical Company.” The defendant has presented to the court certificates of 
registration from the Prothonotary of Allegheny County, Pennsylvania, and the 
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Secretary of the Commonwealth of Pennsylvania, in which it is certified that Reuben 
Dobkin and Israel Dobkin of the City of Pittsburgh have been duly authorized 
and empowered to trade under the Fictitious Name Act as “Acme Chemical Com- 
pany.” No reason or explanation has been given as to why Reuben Dobkin is not 
a party to this proceeding. The purpose of the Fictitious Name Act of the Com- 
monwealth of Pennsylvania is to give notice to the public at large who is the owner 
of the business so registered. With this being done, third persons then could look 
to the credit of the individual so registered prior to the time that any business 
relations were so conducted. The argument of the defendant does not, therefore, 
appear sound for the reason that the credit rating to which he refers is not that of 
the Acme Chemical Company, a fictitious name, but is that of the individual de- 
fendant registered under the Fictitious Name Act of the General Assembly. 1 do 
not, therefore, see how the credit standing of the defendant in this case would in 
any way be prejudiced by the cessation of the use of the name “Acme Chemical 
Company.” 

It must be remembered that any expenses or investments made by the defend- 
ant, or any effort extended, was done with his eyes wide open and under the 
evidence in this case, the defendant has no one to blame but himself. In addition, 
even though the expenditures were made innocently, they do not under any cir- 
cumstances invest or give to the defendant the right to harm the plaintiff in the 
conduct of his business. Fruit Industries, Ltd. v. Bisceglia Bros. Corp., 101 F. 2d 
752 [29 T.-M. Rep. 177] (3rd Circuit) ; 63 Corpus Juris 574; Straus v. Notaseme 
Hosiery Co., 240 U. S. 179. 

It appears from the testimony that there is a necessary and probable tendency 
that the defendant in conducting his business under the name “Acme Chemical 
Company” would deceive the public, and it is probable that the defendant’s goods 
would be considered as those of the plaintiff. As stated before, it is not necessary, 
in order to obtain relief from unfair competition, that any actual fraud or wrong- 
ful intent should be proven by direct evidence under the familiar principle that a 
person is presumed to intend the ordinary results of his actions. Furthermore, to 
comment again on the fact that the goods of the defendant are not in direct com- 
petition with those of the plaintiff, or that they are somewhat different in kind, 
actual market competition is not an essential element in cases as to whether or not 
unfair competition exists. Though there has been shown but slight confusion, it 
requires nothing but comparison of the names and the fundamental character of 
the business done to demonstrate that there is a likelihood of future confusion. 
I, therefore, believe that there exists a threat, if not a promise, of growing confu- 
sion to the detriment of the plaintiff’s reputation in an area in which its patrons 
are in part drawn. The public could very easily be confused and think that they 
are dealing with the plaintiff in violation of the principle that a name in reputation 


like a face is the symbol of its posessor and creator, and another can use it only 


as a mask. It also appears to me there is a purpose to reap where one has not 
sown, to gather where one has not planted, to build upon the work and reputa- 
tion of another, the use of the advertising or trade-name of the plaintiff and, under 
such circumstances it is the duty of the court to grant injunctive relief. Actna 
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Casualty ¢ Surety Co. v. Aetna Auto Finance, Inc., 123 F. 2d 582 [32 T.-M. 
Rep. 2]. 

It is the court’s belief that relief should be granted in favor of the plaintiff and 
against the defendant. In view of the authorities above referred to, and many 
more of like import, and after duly considering all of the questions involved and the 
argument submitted thereon, I am satisfied that the plaintiff has the right, as 
against the defendant, to the exclusive use of the name “Acme Chemical Company” 
or the word “Acme” as it applies to the sale of deodorants or deodorizing equip- 
ment, as indicating to the public the business and products of the plaintiff, and 
that it is entitled to relief in accordance with the prayer for such injunction as con- 
tained in its bill of complaint. 

The prayer of the defendant to restrain the plaintiff from the use of the name 
“Acme Chemical Company” or the word “Acme” is dismissed without further 
comment. 

There remains for the consideration of the court the question of compensation 
to the plaintiff for the injury caused by the unlawful acts of the defendant. The 
defendant claims that the damage to the plaintiff, if any, is remote and conjec- 
tural, and does not furnish a proper basis for ascertaining the computation of 
damages. 

The connection with the claim of the plaintiff for damages or profits, it must 
be remembered that there is no direct competition between the plaintiff and the 
defendant, and no testimony is in the record that the defendant's actions have 
deprived the plaintiff of the sales of any of its products. As a result thereof, | 
find no satisfactory basis for an accounting by the defendant to the plaintiff. The 
case is peculiarly one where such damage as has occurred is incapable of computa- 
tion. I can find no basis to hold that any substantial damage could be proved and 
reduced to dollars and cents with that degree of accuracy which is essential in 
such a case. However, if the plaintiff had lost sales or suffered substantial finan- 
cial prejudice, it is true that the rule would be otherwise. Wolf Bros. v. Hamilton 
Brown Shoe Co., 206 F. 611; Stork Restaurant, Inc. v. Marcus, et al., 36 F. 
Supp. 90 [31 T.-M. Rep. 152]; /sador Straus, et al. t/a R. H. Macy & Co. v. 
Notaseme Hosiery Co., 240 U. S. 179; Rosenberg & Co. v. Elliott, 7 F. 2d 963 
(3rd Circuit). 

I am furthermore not able to follow the defendant’s final argument that it 
secured the right to the use of the name “Acme Chemical Company” as a result 
of the plaintiff having failed to maintain a representative in western Pennsylvania 
during the whole of the time that it has been engaged in business, and there was 
a period of time when no representative existed, or that the business of the plain- 
tiff in this area was conducted solely by mail order. 

The issuance of a right to do business under the Fictitious Name Act in the 
Commonwealth of Pennsylvania, or the failure of the plaintiff to register in the 
Office of the Secretary of the Commonwealth as a fictitious corporation to do 
business in the Commonwealth of Pennsylvania, would not confer on the defend- 


ant, directly or indirectly, any right wrongfully to use a name already used by 
another, nor was it an adjudication by the State or the Prothonotary of Allegheny 
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County of the legality of the name chosen. That is a matter for this court to de- 
termine. Hudson Tire Co., Inc. v. Hudson Tire and Rubber Co., 276 F. 59; 
Great Atlantic and Pacific Tea Company v. A. & P. Radio Stores, Inc., 20 F. Supp. 
703 [27 T.-M. Rep. 783]; /ndian Territory Oil and Gas Co. v. Indian Territory 
Illuminating Oil Co., 95 F. 2d 711 [28 T.-M. Rep. 295] (10th Circuit) ; Sterling 
Products Corp. v. Sterling Products, Inc., 43 F. Supp. 548 [32 T.-M. Rep. 158]. 


Conclusions of Law 


That the plaintiff is the owner of the trade-name “Acme Chemical Company.” 

That the defendant’s use of the new trade-name “Acme Chemical Company’ 
as an individual trade-name under the Fictitious Name Act of the Commonwealth 
of Pennsylvania, and otherwise in connection with the business, constitutes unfair 
competition with the plaintiff in violation of the law. 

The plaintiff is entitled to an injunction permanently restraining the defendant, 
his agents, servants, attorneys and employees, from doing business and from sell- 
ing or distributing deodorants, deodorizers or other products similar to the plain- 
tiff’s products under the name of “Acme Chemical Company,” under any name 
similar to “Acme Chemical Company,” or under any name which includes the word 
“Acme.” 

The plaintiff is not entitled to recover any damages from the defendant, nor is 
the plaintiff entitled to an accounting by the defendant. 

Defendant’s counterclaim is dismissed both as to the use of the name “Acme 
Chemical Company” or the word “Acme” by the plaintiff, and for an accounting 
of profits by the plaintiff to the defendant. 

Defendant should pay the costs of this proceeding. 

A decree may be entered accordingly upon presentation being made of the same 
to the court and on reasonable notice being given to the defendant by the plaintiff 
of the same. 





LARUX COMPANY, INC. v. NICOL, et At. 
Minnesota Supreme Court 
October 11, 1946 


TRADE-MARKS—UNFAIR COMPETITION—TRANSFER TITLE WITH Goop-WILL oF BUSINESS 

Transfer of trade-mark and copyrighted label as collateral security for contractual 
obligations is valid and does not violate rule that transfer of trade-name is effective only 
when accompanied by the transfer of product or business with which it is identified. 

If transferor defaults, transferee has option to become the absolute owner of trade- 
mark, label, and good-will, since at time of transfer becomes complete, the agreement gives 
to transferee the right to the exclusive use of the trade-mark and label and the right to 
make and sell product and to attach thereto the trade-mark and label. 

However, transferee must then specify that he makes product rather than transferor. 


Appeal from District Court for Ramsey County, Minnesota. 
Action by Larux Company, Inc., against Clinton C. Nicol and Leila M. Nicol 
for declaratory judgment of invalidity of a contract. From judgment for defend- 
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ants, plaintiff appeals. Affirmed; Peterson, Justice, and Magney, Justice, dis- 
senting without opinion. 


Kingman, Cross, Morley, Cant & Taylor, Minneapolis, Minn., for appellant. 
Oppenheimer, Dodgson, Brown & Baer, St. Paul, Minn., for respondents. 


THOMAS GALLAGHER, J.: 


Action for a declaratory judgment to have a certain written contract dated 
December 10, 1935, between Clinton C. Nicol and Barnes-Noble Company, Inc., a 
corporation, together with written assignments of a certain trade-mark and copy- 
right pledged as security for said contract, adjudged invalid and unenforceable. 

Plaintiff is the assignee of all the right, title, and interest of the Barnes-Noble 
Company in and to said contract, trade-mark, and copyright and holds the same 
subject to Barnes-Noble Company’s obligations therein. 

On June 21, 1945, the trial court made findings, conclusions, and order for 
judgment in favor of defendants, in effect holding said contract and assignments 
valid and enforceable. A memorandum made by the court on June 12, 1945, was 
incorporated in the findings and conclusions and made a part thereof. On Decem- 
ber 20, 1945, the court denied plaintiff's motion for amended findings and con- 
clusions or for a new trial. From the judgment subsequently entered, this appeal 
is taken. 

The material portions of the contract under attack provide: 


In consideration of the benefits and advantages to be derived by each from the faithful 
performance of the covenants and agreements hereinafter contained, and One Dollar 
($1.00) consideration each to the other paid, the receipt whereof is hereby acknowledged, 
the transfer and assignment of all certificates of stock in the Barnes-Noble Company, Inc., 
now held by said second party [defendant Clinton C. Nicol] and a release by said second 
party of said first party [Barnes-Noble Company, Inc.] from all claim for all salary or 
bonuses that may be due or owing, and the mutual cancellation of any and all agreements 
heretofore made by and between the parties hereto, the cancellation of which is hereby 
acknowledged by both of the parties hereto, it is mutually agreed between the parties 
hereto, as follows: 

First party for itself, its successors and assigns, hereby agrees to pay second party, his 
heirs, executors, administrators and assigns Two Hundred Dollars ($200.00) on the 
delivery of these presents and Two Hundred Fifty Dollars ($250.00) monthly thereafter 
during the continuance of this contract; said monthly payments shall be divided into tw: 
equal installments, due respectively on the First and Fifteenth day of each month here- 
after, the first of said semi-monthly payments shall be due January 1, 1936. 

Second party, for himself, his heirs, executors, administrators and assigns agree that 
he will not enter into or engage in any business of manufacturing or selling, nor in any 
manner be associated with, a business of manufacturing or selling any abrasive scouring 
powder, or competitive product to “Brite-Ize Cleanser” so long as this agreement shall 
remain in full force and effect, and will not sell or assign said Copyright or Trade-Mark. 

It is further agreed that first party has assigned Trade-Mark No. 94053 and Copy- 
right or Registration of Label No. 42256, to second party as collateral security for the 
performance by first party of its covenants and agreements herein contained. 

It is further mutually agreed that in the event first party, its successors or assigns 
fail to make the payments or perform the covenants on its part to be performed, for a period 
of forty-five (45) days, that its rights under this contract shall be forfeited at the option 
of said second party, and all its rights in and to said Copyright or Registration of Label, 
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and Trade-Mark, assigned as aforesaid, shall become the absolute property of second 
party; that notice of such forfeiture, signed by second party, addressed to first party 
at its last known place of business, postage prepaid and registered under the then exist- 
ing postal regulations, shall constitute a good and sufficient notice of the exercise by 
second party of his option to declare this contract forfeited. 

It is further mutually agreed, that in the event said second party shall fail to perform 
each and every of his covenants herein contained, that all his rights, title and interest 
under this contract shall immediately become forfeited and terminated and his rights 
in and to said Trade-Mark and Copyright or Registration of Label, so assigned to him, 
shall be and become forfeited and terminated. 


Accompanying said contract were two written assignments, one for the trade- 
mark and one for the copyright referred to. They both provided in substance 
that in consideration of the sum of one dollar and other good and valuable con- 
siderations the Barnes-Noble Company sold, assigned, and transferred unto the 
said Clinton C. Nicol its entire right, title, and interest in and to said trade-mark 
and copyright and the registration numbers thereof, together with the good will 
of the business in connection with which they were used. Subsequent to the execu- 
tion thereof, Nicol notified the Barnes-Noble Company by letter that his revenue 
from the December 10, 1935, contract was thereby assigned to his wife, the defend- 
ant Leila M. Nicol, and thereafter all checks under said agreement were delivered 
to her. 

On January 14, 1945, by written agreement, Curtiss G. Noble, who with his 
wife then owned all but two shares of the stock of the Barnes-Noble Company, 
for $30,171.13 sold and assigned to plaintiff the aforesaid trade-mark and copy- 
right ; the good-will of the business conducted by the Barnes-Noble Company ; the 
right to use the name Barnes-Noble Company for a limited time; the factory im- 
provements, furniture, and fixtures owned by said company; and also the contract 
between the Barnes-Noble Company and Clinton C. Nicol dated December 10, 
1935. Said agreement further provided: 


Seller covenants and agrees that he will not hereafter disclose to anyone the formula 
pursuant to which Barnes-Noble Company has been manufacturing and selling the scour- 
ing compound known as “Brite-Ize.” 

Seller covenants and agrees that there is no default on the part of the Barnes-Noble 
Company or himself insofar as said Clinton C. Nicol contract is concerned, and seller 
makes no representation regarding the validity of such contract. 


Shortly after the execution of the aforesaid sale and assignment to plaintiff, the 
latter instituted this action. 

Plaintiff contends that the trial court erred in finding the contract and assign- 
ments of December 10, 1935, valid, and he asserts that all of the same are invalid 
or unenforceable for the following reasons: (1) That under the law of Illinois, 
where the contract was made, Nicol’s agreement not to compete for an unlimited 
time in an unlimited space was in unlawful restraint of trade and rendered the con- 
tract invalid; (2) that said contract is unsupported by legal consideration and is 
vague, indefinite as to duration, and unconscionable; (3) that the trade-mark and 
copyright were illegally assigned because their assignment was unaccompanied by 
an actual transfer of the business and good-will with which they were associated ; 
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(4) that the assignment of the monthly payments from Nicol to his wife constituted 
a transfer of the trade-mark and copyright in violation of the contract and ac- 
cordingly terminated it. 

During the year 1931, Clinton C. Nicol developed a formula for a cleansing 
or scouring compound and commenced the manufacture and sale thereof in Minne- 
apolis in 1932 under the name “Nicol Cleanser.” The ingredients of the compound 
and their proportions were unknown to anyone except him, although the formula, 
for obvious reasons, was not registered in the United States Patent Office. He 
acted as both manufacturer and salesman in his business and by 1933 was selling 
the compound in substantial quantities. 

In 1933, the Barnes-Noble Company was incorporated in Minnesota and com- 
menced selling a compound similar to Nicol’s. It found, however, that Nicol’s 
compound had greater sales possibilities, and during the year 1933 it entered into 
negotiations with him for the use of his formula. An oral agreement was reached 
under which Nicol turned over and disclosed to the corporation his formula and 
business, for which the corporation agreed that it would pay him $500; assign 
him one-fourth of its outstanding stock after an additional $10,000 had been in- 
vested in the corporation by one of its officers; and place him in charge of its 
manufacturing plant on a salary commencing at $150 per month, “‘to be increased 
as the company went along.” 

Thereafter the corporation commenced the manufacture and sale of the cleans- 
ing compound made pursuant to Nicol’s formula. It purchased from some other 
concern the right to use a trade-mark known as “Brite-Ize” and a copyrighted 
label, and manufactured and sold the compound under such trade-mark and label. 
It maintained its plant and offices in Minneapolis until February, 1935, at which 
time it moved to Ottawa, Illinois, where it continued in business. In 1933 its 
gross sales were $28,000. It continued in business until the sale to plaintiff made on 
January 14, 1945. By 1943 its sales had increased to $119,000, and its sales activi- 
ties then extended into 15 states. Its subsequent sales were not disclosed. 

Nicol continued with the corporation in Illinois until December 10, 1935, the 
date of the agreement. In 1933, one Thomas F. Barnes, who then held about one- 
fourth of its stock, had determined to sever his connections with the corporation 
and produce and sell the cleanser on his own behalf in 11 western states assigned 
to him. He sought to have Nicol leave the corporation and go with him. Noble, 
as president, desired Nicol to remain with the corporation and promised that if 
he did so the stock owned by Barnes would be transferred to him and that he 
could continue on a permanent basis at an increased salary. Based upon such 
promises, Nicol decided to remain. Barnes’ stock was never reissued to him, 
however, although he frequently demanded the same. 

On December 10, 1935, the agreement between Nicol and Barnes-Noble Com- 
pany was executed at Ottawa, Illinois. Three-fourths of the outstanding stock 
of the corporation was then held by Noble and his wife and one-fourth by Nicol. 
Barnes’ stock had never been reissued. The evidence does not disclose whether 
the original promise made by Noble in behalf of the corporation, including those 
relating to the $10,000 investment and to Nicol’s employment, had been fully 
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performed. Hence, it is not clear whether the exclusive right to the use of the 
formula was vested in the corporation or whether Nicol, because of unfulfilled 
promises, still retained an interest therein on December 10, 1935. The contract 
of that date provided for a “mutual cancellation of any and all agreements hereto- 
for made by and between the parties” thereto. If this was intended to cover the can- 
cellation of the original agreement of 1933 whereunder the formula was to be 
transferred by Nicol to the corporation, it would permit the former to again engage 
in the manufacture of the compound pursuant to such formula. In any event, to 
eliminate this possibility and to insure to the corporation the exclusive right to use 
the formula, the December 10 agreement was executed. Therein Nicol covenated 
not to use it, directly or indirectly, in competition with the corporation, and the 
corporation agreed to pay him $250 a month in consideration therefor. 

Pursuant to this agreement, Nicol transferred and delivered to the corpora- 
tion all his stock therein, including as well all his interest in and to the stock 
formerly held by Barnes. He then withdrew from the corporation, and at no 
time since has he engaged in a competitive business therewith or in any way violated 
the terms of the agreement, unless the assignment of the payments thereunder to 
his wife be regarded as a violation thereof. To date, all payments required under 
the agreement have been made by Barnes-Noble Company or by plaintiff. 

1. We are of the opinion that the validity of the contract and the assignments 
which are a part thereof are governed by the common law of Illinois. The rule 
is well settled that the law of the place of contracting determines the validity and 
legal effect of a contract. It is expressed in Restatement, Conflict of Laws, § 332, 
as follows: 

The law of the place of contracting determines the validity and effect of a promise 


with respect to 
* * * 


(e) fraud, illegality, or any other circumstances which make a promise void or void- 
able ; 


The Minnesota cases appear to be in accord with the Restatement. See Schultz 
v. Howard, 63 Minn. 196, 65 N. W. 363; Thomson-Houston Elec. Co. v. Palmer, 
52 Minn. 174, 53 N. W. 1137; Sweedish-Am. Nat. Bank v. First Nat. Bank, 
89 Minn. 98, 94 N. W. 218; Modern Brotherhood v. Quady, 175 Minn. 462, 
221 N. W. 721. Here, the contract was made, executed, and delivered in Illinois. 
The parties to it at that time resided there. The business of the corporation 
and all its assets were located there. It is reasonable to assume that the parties 
intended that the law of that state should govern. 

2. Plaintiff asserts, however, that, since performance of the covenant not to 
engage in a competitive business relates to Minnesota as well as other states, the law 
of each state should govern as to the enforcement or validity thereof. It is true, 
some courts have held that the law of the place of performance governs as to the 
validity of a contract unless a contrary intent appears. 17 C. J. S., Contracts, § 12. 
In Restatement, Conflict of Laws, § 358, however, the law of the place of perform- 
ance is said to apply only to questions relative to the manner, time, location, and 
sufficiency of performance; the parties by whom or to whom performance shall be 
rendered; and the excuse for non-performance. 
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The general rule first stated would not be applicable here, not only because 
of doubt as to whether the law of the place of performance applies to questions 
of validity under the doctrine expressed in the Restatement, § 358 (see, 13 Minn. 
L. Rev. 551), but for the further reason that the covenant not to compete relates 
not only to Illinois and Minesota, but to all other states as well. Where the place of 
performance covers several states or countries, the courts generally have held, in 
the absence of evidence to the contrary, that the parties to a contract have intended 
that the law of the place of contracting should govern as to questions of validity 
and legal effect. See Carson Nat. Bank v. American Nat. Bank, 225 Mo. App. 
948, 34 S. W. (2d) 143; Simith v. Campania Litografica de la Habana, 127 Misc. 


v. Lipper Mfg. Co, 307 Pa. 36, 160 A. 770. Based upon careful consideration of 
the foregoing authorities, we must conclude that the law of Illinois governs the 
question of the validity and legal effect of the contract here involved. 

3. Illinois holds generally that an agreement wherein an employee binds him- 
self for an unlimited time not to engage in a particular business or trade is valid 
if such agreement includes a territorial or space limitation. Such contracts are 
generally construed to extend only throughout the lifetime of the employee. See 
Pelc v. Kulentis, 257 Ill. App. 213. It is equally well settled in Illinois that such 
an agreement, unlimited both as to time and territory, is invalid as contrary to public 
policy. Lanzit v. J. W. Sefton Mfg. Co., 184 Ill. 326, 56 N. E. 393; Union Straw- 
board Co. v. Bonfield, 193 Ill. 420, 61 N. E. 1038; Tarr v. Stearman, 264 Ill. 110, 
105 N. E. 957; Parish v. Schwartz, 344 Ill. 563, 176 N. E. 757. 

4. These decisions, however, do not relate to covenants not to engage in com- 
petitive industries or trades involving secret processes. Here, it is to be noted 
that Nicol bound himself not to enter into, engage in, or be associated with any 
business of manufacturing or selling a competitive product of “Brite-Ize” cleanser 
which was made by his employer, the Barnes-Noble Company, under a secret 
formula originally disclosed to it by Nicol. The business of Barnes-Noble Com- 
pany at that time extended to some 15 states, and it also had granted to Barnes 
rights in some 11 additional states. It is reasonable to assume that it intended 
ultimately to sell its product throughout all states and that it sought protection 
of its secret formula with that in view. The majority of courts recognize the 
validity of an agreement wherein the seller of a secret process or of an employee to 
whom a secret formula has been disclosed in connection with his employment 
covenants not to disclose or make use thereof, either directly or indirectly, in 
competition with his employer or the owner thereof, even though such agreements 
be unlimited as to time and space. The test applied is the reasonableness of the 
restraint imposed, and where the business sought to be protected is nationwide a 
covenant unrestricted as to time and territory is not necessarily unreasonable. C. F. 
Simmons Medicine Co. v. Simmons, (C. C.) 81 F. 163; Harrison v. Glucose 
Sugar Ref. Co., (7 Cir.) 116 F. 304; Thibodeau v. Hildreth, (C. C.) 124 F. 892; 
Coca-Cola Bottling Co. v. Coca-Cola Co., (D.C.) 269 F. 796; Wark v. Ervin Press 
Corp., (7 Cir.) 48 F. 2d 152; A. O. Smith Corp. v. Petroleum Iron Works Co., 
(6 Cir.) 73 F. 2d 531; Eastman Kodak Co. v. Powers Film Products, Inc., 189 
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App. Div. 556, 179 N. Y. S. 325; Clark Paper & Mfg. Co. v. Stenacher, 236 N. Y. 
312, 140 N. E. 708; Morse Twist Drill & Machine Co. v. Morse, 103 Mass. 73, 
4 Am. R. 513; Central Transp. Co. v. Pullman’s Palace Car Co., 139 U. S. 24, 
11S. Ct. 478, 35 L. ed. 55; 17 C. J. S., Contracts, § 252; Nims, Unfair Competi- 
tion and Trade-Marks (3 ed.), §§ 149, 150. 

The courts have uniformly enjoined the violation of such covenants and re- 
strained the defaulting party from engaging in a business from which he has 
agreed to refrain or from disclosing trade secrets, processes, or formulas belong- 
ing to another. Westervelt v. National P. & S. Co., 154 Ind. 673, 57 N. E. 552; 
Chadwick v. Covell, 151 Mass. 190, 23 N. E. 1068, 6 L. R. A. 839, 21 A. S. R. 
442; O. & W. Thum Co. v. Tloczynski, 114 Mich. 149, 72 N. W. 140, 38 L. R. A. 
200, 68 A. S. R. 469; Salomon v. Hertz, 40 N. J. Eq. 400, 2 A. 379; Victor Chemicat 
Works v. Iliff, 299 Ill. 532, 132 N. E. 806. In Nims, Unfair Competition and 
Trade-Marks (3 ed.) § 149, the rule is expressed as follows: 

. Where the contract of employment includes a clause binding the employee 
not to impart to anyone the knowledge he gains through his employment except by order 

of his employer, the law enforces that clause. It is not against public policy or in 

restraint of trade. ... The object of the court in upholding it, is to preserve the employ- 

er’s property in the secret. “Courts of equity will restrain a party from making a dis- 
closure of secrets communicated to him in the course of a confidential employment; 


and it matters not in such cases whether the secrets be secrets of trade or secrets of title 
or any other secrets of the party important to his interests.” 


While it is true that Nicol did not acquire knowledge of the secret process 
for the cleanser while in the employ of the corporation, it is clear that the latter 
acquired rights therein either exclusively or in conjunction with him and there- 
with the accompanying right to protect the secret thus acquired by means of the 
contract now attacked. This rule is expressed in Nims, Unfair Competition and 
Trade-Marks (3 ed.), § 156, as follows: 


Whether nominated in the agreement of the transfer or not, the vendor of a secret 
will not be allowed to impart the secret to a third person after the transfer. The law 
holds the right conveyed to be exclusive even of the vendor himself, and an injunction 
will issue against the vendor, or any one of his family or associates who learn the secret 
through their relations with him, forbidding them to disclose it. . . 

* * * 

Upon the sale of a secret process, a covenant, express or implied, that the seller will 
not use the process or communicate it to any other person, is lawful, because the process 
must be kept secret in order to be of any value, and the public has no interest in the ques- 
tion by whom it is used. 

In C. F. Simmons Medicine Co. v. Simmons, (C. C.) 81 F. 163, supra, defend- 
ant agreed that he would not make or sell any medicine manufactured by plaintiff 
or reveal the secret of its composition at any time or in any state (except a few 
specified states for local consumption) subsequent to the termination of his employ- 
ment by plaintiff. In upholding this agreement, the court stated (81 F. 165): 


As to the invalidity of the contract, in its being in restraint of trade, the various 
decisions of the Supreme Court of the United States are conclusive that such a contract, 
entered into under the circumstances under which this contract was made, is not void as 
being in restraint of trade. 
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In Coca-Cola Bottling Co. v. Coca-Cola Co., (D. C.) 269 F. 805, the court 
stated : 


The Georgia corporation was at the time of the execution of the contract the sole and 
exclusive owner of the secret process .... under which it had long been engaged in the 
manufacture and sale of a syrup .... known to the public by the name Coca-Cola... . 

A sale of the process might have been accompanied by a covenant that the seller 
would not thereafter use the process or communicate it to any other person. Such a 
covenant would have been valid and binding. 


In A. O. Smith Corp. v. Petroleum Iron Works Co., (6 Cir.) 73 F. 2d 539, 
the court stated: 


The defendant had sought in many ways to obtain the knowledge necessary 
to enable it to compete successfully with the plaintiff... . It finally engaged Hawthorne, 
who for many years had been employed in the plaintiff’s welding department, and who 
was under express contract not to divulge any information received by him during his 
confidential relationship to the plaintiff. 

One contention remains to be noted. The defendant urges that Hawthorne’s employ- 
ment contract was invalid, because, being one of many similar contracts made by the 
plaintiff with its engineers, it was in unlawful restraint of trade. It is only necessary 
to say that contracts of this character have frequently been enforced, ... . 


Illinois has recognized the distinction between covenants involving trade secrets 
and those without such qualification. In Victor Chemical Works v. Iliff, 299 Ul. 
532, 132 N. E. 806, supra, it reversed the decision of the trial court enjoining de- 
fendant from disclosing secret processes alleged to have been acquired while in 
the employ of plaintiff because of its conclusion that the evidence did not sustain 
a finding that the processes were secret. It implied, however, that, had trade secrets 
heen involved, the lower court’s determination might have been upheld. Therein 


it stated (299 Ill. 551, 132 N. E. 813): 


The contract is one in restraint of trade and void. . . . The restraint is unlimited as 
to time and place, and the proof does not show that complainant has any trade secret 
whatever. 


Under the foregoing authorities, we are satisfied that if the covenant here at- 
tacked related to a trade secret it would be held reasonable and valid by the Illinois 
courts even though unlimited as to time and space, and that, had Nicol violated 
the same by commencing the manufacture of a cleanser pursuant to the secret 
formula, the Illinois courts, upon demand of plaintiff, would have properly enjoined 
him therefrom. 

5. Plaintiff contends, however, that the formula for “Brite-Ize” cleanser was 
in reality not secret and that the finding of the trial court to such effect is not 
sustained by the evidence. In support of this contention, it points out that Nicol. 
on cross-examination, admitted that competitors of Barnes-Noble Company, as a 
result of an analysis made by them, had found out the ingredients. It asserts 
further that it is common knowledge that chemists may quickly analyze such a 
product and ascertain its composition so that it could not properly be held to be 


& SCCTEL:; 
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The evidence discloses that the original formula was compiled or discovered 
by Nicol after considerable experimentation and labor extending over a period of 
approximately two years. The work included a study of books on chemistry, 
detergents, alkalis, and oils. He worked in his basement at home, where he mixed 
and tried innumerable combinations and finally came upon the formula subse- 
quently disclosed to Barnes-Noble Company. The secret was not related to any- 
one except that corporation. That its officers regarded it as secret and of value 
is evidenced not only by the original agreements between it and Nicol, but by the 
subsequent agreements between it or its officers and plaintiff, in particular the 
agreement of January 14, 1945, between its president and principal stockholder 
and plaintiff wherein the former covenantd and agreed that he would not thereafter 
“disclose to anyone the formula pursuant to which Barnes-Noble Company has 
been manufacturing and selling the scouring compound known as ‘Brite-Ize.’” 

Nims, in his work on Unfair Competition and Trade-Marks (3 ed.), §§ 142 
and 146, sets forth the applicable rules with reference to protection of trade secrets 
as follows: 

§ 142. There is no statutory protection of one who makes an article by a secret proc- 
ess or private formula. He may have a property right in it, but he has no special 
property right similar to the right of the owner of a patent or copyright. His secret is 
valuable only because of its being a secret, and only so long as he keeps it secret. The 
general public is free to find it out, by any fair and honest method. Nevertheless the 
owner may protect himself in equity, against discovery by breach of confidential rela- 
tion. 

An owner of a secret is protected against a breach of contract by which his secret is 
betrayed. (Italics supplied.) 

§ 146. . . . Communicating secret information to many persons in confidential rela- 
tionship with the owner of the secret under a contract not to make the information gen- 


erally public is not publication. Even the distributing of such information to a number 
of customers paying therefor is not publication. 


In A. O. Smith Corp. v. Petroleum Iron Works Co., (6 Cir.) 73 F. 2d 538, 
supra, the court stated: 


A process may ... . be maintained in secrecy and be entitled to equitable 
protection even though invention is not present. . . . Quite clearly discovery is something 
less than invention. Invention requires genius, imagination, inspiration, . . . . Discovery 


may be the result of industry, application, or be perhaps merely fortuitous. The discov- 
erer, however, is entitled to the same protection as the inventor... . 

The mere fact that the means by which a discovery is made are obvious, that experi- 
mentation which leads from known factors to an ascertainable but presently unknown 
result may be simple, we think cannot destroy the value of the discovery to one who 
makes it, or advantage the competitor who by unfair means, or as the beneficiary of a 
broken faith, obtains the desired knowledge without himself paying the price in labor, 
money, or machines expended by the discoverer. ... We think the court below was right 
in rejecting the master’s application of the law in respect to those secret processes held 
by the master to be invalid for the reason that they were in the public domain, or within 
the reach of the skilled mechanic in the trade. 


From the foregoing, it is clear that, even though a secret process be subject 
to analysis or discovery by others, and even though others not bound by contract 
or confidential relationship may legitimately establish or analyze the ingredients 
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comprising the same, the owner thereof may nevertheless protect his property rights 
therein against one lawfully bound by contract not to disclose, publish, or use such 
formula or process, and in equity may enjoin him from doing so in violation 
thereof. 

It is true that under the contract Nicol covenanted not to engage in any com- 
petitive business either in the use of the formula or otherwise. That portion of 
the agreement wherein Nicol agreed not to engage in any competitive business, 
aside from the formula, would not prevent enforcement of the provisions therein 
relating to the use of the secret formula under Illinois decisions. The Illinois 
court has held that the invalidity of an independent covenant in a contract does not 
prevent enforcement of other valid provisions therein. Thus, in Pelc v. Kulentis, 
257 Ill. App. 213, the defendants had agreed that they would not engage in any 
retail grocery and meat business in North Chicago and had further agreed that 
they would not engage in any other kind of business in North Chicago within a 
certain area. The court held that even though the second covenant might be 
illegal, plaintiffs were entitled to enforcement of the first provision. Therein the 
Illinois court stated (257 Ill. App. 219): 


.... The rule upon this subject is that if a contract is made consisting of two or 
more covenants, upon a valuable and legal consideration, and one of the covenants is 
illegal and the other is legal, if the covenants are so distinct that the portion which is 
legal may be severed from that which is illegal, so that each covenant may be considered 


as a distinct contract, the legal covenant can be enforced, and that which is illegal, dis- 
regarded. 


Under the authority cited, we are of the opinion that the contract of Decem- 
ber 10, 1935, insofar as it limited Nicol in the use of the secret he had discovered 
and permitted the corporation exclusive use thereof, is valid and enforceable. 


6. Plaintiff asserts that the agreement is without adequate consideration. In 
support of this it states that the stock transferred by Nicol at the time such agree- 
ment was made was worthless and that his waiver of salary claims was of no value, 
since all salary had previously been paid to him. 

We feel that plaintiff’s contention with respect to the stock is not well taken and 
that the transfer thereof alone formed sufficient consideration for the contract. 
Apparently it had some value, for the sales were increasing and the corporation was 
continually opening up additional territory. After its transfer, sales increased until at 
the time of the trial they exceeded $119,000 per annum. Whether the stock had any 
book value it is not necessary to determine. It may have had value for transfer of the 
corporation as a unit, because of anticipated profits, because of contemplated mergers, 
or because of other like factors not ordinarily reflected in the books of a corporation. 
Ultimately, all the assets of the corporation were sold to plaintiff for $30,171.13. 
The officers of Barnes-Noble Company had access to the books and records and 
were more familiar therewith than was Nicol. There is no question of fraud or 
overreaching. It is well settled in Illinois that, in the absence of fraud, the courts 
will not inquire into the adequacy of the consideration supporting agreements of 
this nature. Tarr v. Stearman, 264 Ill. 110, 105 N. E. 957; Ryan v. Hamilton, 
205 Ill. 191, 68 N. E. 781; Linn v. Sigsbee, 67 Il. 75. 
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7. We are of the opinion that the portion of the agreement and the assign- 
ments which relate to the transfer of the trade-mark and the copyrighted label 
as collateral security for the obligations set forth in the contract are valid and 
binding. It is true, the rule has been expressed that the transfer of a trade-name 
is effective only when accompanied by the transfer of the product or business with 
which it has been identified. Jn re Leslie-Judge Co., (2 Cir.) (1921) 272 F. 886. 
The present assignments do not appear to be in violation of this rule. The con- 
tract provides that they are made as collateral security for the performance by 
Barnes-Noble Company of its obligations under the contract, and that, in the event 
it should fail for a period of 45 days to make the payments or perform its covenants 
thereunder, Nicol, at his option and upon giving the written notice specified, should 
become the absolute owner of the trade-mark, copyrighted label, and good-will 
At that time the transfer to him becomes complete under the agreement and gives 
to Nicol therewith the right to: 


(1) The exclusive use of the trade-mark “Brite-Ize” and of the copyrighted label 
used in connection therewith; 

(2) Manufacture and sell an abrasive made pursuant to the secret formula originally 
developed by him and to affix and attach thereto the trade-mark “Brite-Ize” and the 
copyrighted label covered by the assignments; 

(3) The good-will of Barnes-Noble Company. 


It would seem that the foregoing constitutes a sufficient transfer of the product 
with which the trade-mark, label, and good-will have been identified to bring the 
completed transaction within the general rule above set forth, even though the 
remaining physical assets of the corporation were not likewise transferred. When 
and if the transfer becomes complete, all rights of Barnes-Noble Company and its 
successor to the use of the trade-mark and label will cease, and Nicol will have 
exclusive right to manufacture and sell under the trade-mark and label the product 
with which they have become identified. Possibly he might be required to indicate 
that he, and not Barnes-Noble Company, was the manufacturer of the cleanser, 
but otherwise his use of the trade-mark and label would be unrestricted. It is of 
interest that the original transfer of the trade-mark and copyrighted label to Barnes- 
Noble Company was separate from the business and good-will of the original 
transfer or any product with which they previously had become identified. 

In Coca-Cola Bottling Co. v. Coca-Cola Co., (D. C.) 269 F. 796, supra, the 
court recognized the right of a corporation to transfer an interest in the good-will, 
trade-mark, and trade-name of a Georgia corporation separate and apart from its 
physical assets, holding that as long as the transferee could use them in connection 
with the product with which they previously had been identified such transfer 
was sufficient. The court there stated (269 F. 806, 810): 


A trade-mark is not a right in gross or at large. As an abstract right, wholly dis- 
associated from the business or merchandise with which it has become established, it is 
not property, and may not be assigned. . . . For no one may sell his goods as the goods 
of another. Such an act would be a fraud upon the public. But, where the trade-mark 
of a retailer is assigned by him to the manufacturer of the commodity to which the trade- 
mark was affixed, there is no false representation to the public, and such assignment is 
valid. . . . The last proposition arises, apparently, from the fact that a trade-mark does 
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not as a matter of necessity and law import that the articles upon which it is used are 
manufactured by the user. It is sufficient that they are manufactured for him, that he 
controls their production, or that in the course of trade they pass through his hands. 
Nelson v. Winchell & Co., 203 Mass. 75, 89 N. E. 180, 23 L. R. A. (N. S.) 1150; 
McLean v. Fleming, 96 U. S. 245, 253, 24 L. Ed. 828. ... 


* 


. . The right to transfer the good-will is clear. The Georgia corporation had 
acquired a good-will and a trade-mark arising out of and connected with the fountain 
Grmnk,: <2. 

.... The right to transfer the good-will and trade-mark under such circumstances 
is shown by the authorities hereinbefore referred to. As I see it, it is immaterial whether 
the interest in the trade-mark acquired by the bottlers was a legal title or merely a bene- 
ficial interest. 


As stated in £. F. Pritchard Co. v. Consumers Brg. Co., (6 Cir.) 136 F. 2d 
512, 519 [33 T.-M. Rep. 370] (certiorari denied), 321 U. S. 763, 64 S. Ct. 486, 
88 L. ed. 1060: 


. . a trade-name, like a trade-mark, may be assigned, licensed, or lent, as long as it 
remains associated with the same product or business with which it has become asso- 
ciated in the public mind. 


In 30 Mich. L. Rev. 489, at pp. 495, 497, Professor Grismore in his article 
entitled The Assignment of Trade-Marks and Trade-Names comments upon this 
question as follows: 


If deception of prospective customers is likely, then a sound public policy prohibits 
the transfer [of good-will identified with a trade-mark], unless it is accompanied by such 
safeguards as will prevent the threatened deception. As applied to the transfer of that 
good-will which is bound up with a trade-mark or trade-name, this means that the trans- 
fer will be effective only provided the connotation of the name or mark after the transfer 
is still true, as it was before the transfer; or that the transferee in his use of it makes 
clear the changed meaning... . 

An examination of the decided cases will, it is believed, make clear that this is in 
fact the full extent of the limitations on the assignability of trade-marks and trade-names, 
in spite of many oliter dicta to the contrary. ... 

* ok * 


. if the assignee makes it clear, in his use of the mark, that the goods are no 
longer made by the original user of the mark, then there would seem to be no good reason 
for not giving effect to the assignment, even though no physical assets have been trans- 
ferred along with the good-will symbolized by the mark. There is no good reason why 
the assignee should not get what benefit he can from the fact that he is enabled to repre- 
sent himself as the successor of the original used of the mark, or why the latter should 
not be allowed to profit financially by permitting such a representation. (Italics supplied.) 


Based upon the foregoing authorities we hold that the assignments of the trade- 
mark, copyrighted label, and good-will are valid, and that Nicol, upon the comple- 
tion of the transfer thereof under the contract, may use such trade-mark and 
label in conjunction with the manufacture and sale of a cleansing product made 
pursuant to his original formula, provided, of course, he specifies that the product 
is made by him rather than by the original user of the trade-mark. 


8. Under the contract, Nicol agreed not to assign or sell the copyright or trade- 
mark and further agreed that a violation of any of the covenants in such contract 
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would terminate all of his rights thereto. Shortly after the execution of the con- 
tract, he wrote a letter to Barnes-Noble Company setting forth: 
.... I have this date assigned my revenue from the contract dated December 10, 

1935, between myself and the Barnes-Noble Co., to my wife, Leila M. Nicol, effective 

this date. Kindly mail all checks for royalty under my agreement to her. 
Plaintiff asserts that this constituted an assignment of the trade-mark and copy- 
righted label in violation of the foregoing agreement, and, accordingly, terminated 
Nicol’s rights thereunder. We do not regard the foregoing as an assignment of 
the trade-mark or copyrighted label. It was not accompanied either by a transfer 
of the formula for making the cleanser with which the trade-mark and label had 
become identified or the good-will attached thereto. (See subdivision 7 of this 
opinion.) The language of the letter speaks for itself. It indicates clearly that only 
the revenue and royalty under the contract as distinguished from the contract, the 
trade-mark, the label, or the good-will were assigned thereby. Plaintiff's prede- 
cessor at all times recognized the validity thereof insofar as the revenue thereunder 
is concerned and paid the same without question. We hold that the letter did not 
constitute an assignment of the label and copyright in violation of the agreement. 


Affirmed. 
PETERSON, J. (dissenting): I dissent. 
MAGNEY, J. (dissenting): I dissent. 
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Court of Customs and Patent Appeals 
Decided June 27, 1946 
Rehearing denied September 30, 1946 


TRADE-MarKS—CLAss oF Goops 
The mark of appellant is identical with the same word as it appears in the mark of 
appellee, but the goods do not possess the same descriptive properties and it is not necessary 
to consider such similarity. 
TRADE-M ARKS—OPPOSITION 
Since goods are not of the same descriptive properties it is immaterial that appellant 
was subsequent to appellee in adopting and using its mark or that, appellant’s mark is 
identical with the first word in that of appellee. 


Appeal from Commissioner of Patents; 64 U. S. P. Q. 423, 64 U.S. P. Q. 587. 

Trade-mark opposition No. 22539 by Bendix Aviation Corporation against 
Chicago Pneumatic Tool Company, application, Serial No. 450,047, filed January 
7, 1942. From decision sustaining opposition, applicant appeals. Reversed; Bland, 
Judge, dissenting with opinion with which O’Connell, Judge, concurs. 


Raymond G. Mullee, New York, N. Y., for appellant. 
Emory C. Naylor, Washington, D. C., for appellee. 
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JACKSON, J.: 


This is an appeal, in a trade-mark opposition proceeding, from a decision of 
the Commissioner of Patents, 64 U. S. P. Q. 423, 64 U. S. P. Q. 587, reversing 
a decision of the Examiner of Trade-Mark Interferences in which it was held that ap- 
pellant was entitled to register the mark “Pneudraulic” as applied to hydraulic 
riveters. 

A joint stipulation of facts in lieu of testimony was submitted by the parties, 
in which, among other things, it was agreed that appellee had used its registered 
trade-mark “Pneudraulic” as applied to airplane shock struts and parts thereof 
since May 29, 1931; that the mark as registered consisted of the words ‘“‘Pneudraulic 
Shock Struts,” the words “Shock Struts” being disclaimed; that appellant first 
adopted and used its mark for hydraulic riveters with air means for generating 
hydraulic pressure in December, 1937, and in its business had distributed catalogues 
showing its product, a copy of one of which was marked Exhibit C and is in 
evidence; that the goods of the parties are both hydraulically operated; that the 
goods of appellee are used as an accessory on aircraft; that riveters similar to 
those of appellant are used in the building and repairing of aircraft; that the goods 
of appellee are classified in the United States Patent Office in Class 19, Vehicles, 
not including engines, while the goods of appellant are classified in Class 23, 
Machinery and Tools; and that the involved products of both parties are not sold 
through dealers or distributors to aircraft manufacturers. It further appears in the 
stipulation that appellee, while marketing a great variety of products does not make 
or sell riveters or similar tools. 

The Examiner of Interferences held that the goods of the parties were so dis- 
similar as to render them of different descriptive properties. He pointed out that 
appellee sold its struts as a portion of airplane structures while appellant sold a 
tool, “a hydraulic riveter of general utility.” He stated: 

It seems to the Examiner that the essential characteristics of these products and their 
uses are quite different, and that the discriminating purchasers thereof would readily 
recognize them as products of different manufacturers. True there is some remote rela- 
tionship in that opposer’s shock struts constitute a part of an airplane structure whereas 
the applicant’s riveters may be used in the building and the repair of airplanes. The 
mere fact, however, that there may be some ultimate association in the uses of the goods 
is not controlling. 

Since he held the goods to be of different descriptive properties, he considered 
it unnecessary to discuss the similarity of the marks. 

The commissioner in his decision, while recognizing the considerable differ- 
ence between the goods of the parties, was of opinion that since they are both 
hydraulically operated “it would not seem unreasonable to assume that they may 
be manufactured by the same concern.” He further pointed out that under the 
stipulated facts appellant manufactures hydraulic cylinders, but not under his 
involved trade-mark. The Commissioner held that the goods of the parties possess 
the same descriptive properties, and the trade-marks in question to be identical. 
He reversed the Examiner and sustained the opposition. 

The mark of appellant is identical with the same word as it appears in the 
mark of appellee, but we are of opinion that the goods do not possess the same 
descriptive properties and therefore it is not necessary to consider such similarity. 
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The riveter of appellant is not dedicated solely to use in the manufacture or repair 
of airplanes. That is but one of the purposes in the wide scope of utility of appel- 
lant’s riveter. The goods of the parties are not sold through dealers or distributors. 
Apparently both products are expensive and unquestionably must be ordered by 
aircraft manufacturers through a skilled discriminating purchasing department. 

The catalogue, appellant’s Exhibit C, discloses that appellant is a manufacturer 
of a great variety of tools, among which is its involved riveter. It is shown in the 
exhibit that the riveter comprises a seemingly heavy power generator, a manipula- 
tive means manually controlled, and that extending between it and the power 
generator are three hose lines, consisting of a throttle hose for remote control, 
a high pressure oil hose and a return hose, each 15 feet long. The generator is 
powered by compressed air of at least 90 pounds pressure per square inch, which is 
transformed into hydraulic pressure and then transmitted to the hand manipulative 
means at the end of the oil hose. That means comprises a piston cylinder and yoke 
together with dies designed to contact the ends of rivets with pressure which is 
said to be as high as nine tons. The machine works on both duraluminum and 
hot iron rivets in sizes up to 5/16ths of an inch in diameter. Many different units 
are available for use on structures of various shapes. 

The shock strut of appellee is not described in the stipulation, but it is evident 
from a decalcomania which is in evidence and which is to be attached to appellee’s 
goods that it contains a cylinder in which there is fluid influenced by air pressure. 
It is a complete structure somewhat similar in construction to a dashpot and seem- 
ingly is designed to soften the shock of landing. The manner of attachment is not 
disclosed. 

In our opinion the riveter of appellant cannot be reasonably termed to possess 
the same descriptive properties as the shock strut of appellee. It is a tool in general 
use for riveting in many of the industrial arts. The shock strut is an airplane acces- 
sory and so far as the record shows it has no other use. 

The only similarity in the involved goods is that pneumatic and hydraulic 
power is employed. That in our opinion is not sufficient to constitute them goods 
of the same descriptive properties. An analogous state of facts was present in the 
case of Williams Oil-O-Matic Heating Corp. v. Westinghouse Electric & Mfg. 
Co., 20 C. C. P. A. (Patents) 775, 62 F. 2d 378, 16 U. S. P. Q. 31. In that 
case appellant opposed the registration of the trade-mark “Adjust-O-Matic” as 
applied to adjustable and thermostatically controlled electric sadirons—flatirons. 
Appellant was the owner of the registered marks “Oil-O- Matic” and “Dist-O-Matic” 
used on electrically operated liquid fuel-burning devices and electrically operated 
domestic refrigerating units respectively. Appellant contended that its involved goods 
were of the same class and possessed the same descriptive properties as the flatirons 
of appellee. This court affirmed the decision of the Commissioner of Patents reject- 
ing that contention. The goods were held to be not similar in any respect except that 
they were adapted for connection with an electric light circuit and were thermostati- 
cally controlled. In the majority opinion it was stated that [23 T.-M. Rep. 29]: 


Were it not for the fact that they are thermostatically controlled, we dare say that 
no one would contend that said irons possess the same descriptive properties as either oil- 
burning devices or refrigerators. 
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Similarly here, if the involved goods of the parties were not powered by com- 
pressed air and a liquid we think no one would assert that they possess the same 
descriptive properties. 

Furthermore, it should not be assumed that products such as those involved 
here are bought and sold on an indiscriminating market. The engineers in charge 
of airplane manufacturing and purchasing agents in that business, we think, would 
know the origin both of appellant’s and appellee’s goods; engineers and purchas- 
ing agents in other manufacturing plants would not be concerned with the origin 
of appellee’s shock struts. 

We are fully convinced by reason of the radical difference in structure and the 
different fields of utility of the goods, together with the discriminating classes of 
the public to which the involved goods of the parties are sold under their respective 
marks, that there can arise neither deception nor likelihood of confusion as to origin 
within the purview of California Packing Corporation v. Price-Booker Mfg. Co., 
52 App. D. C. 259, 285 F. 993; Oppenheim, Oberndorf & Co., Inc. v. President 
Suspender Co., 55 App. D. C. 147, 3 F. 2d 88; Wall v. Rolls-Royce of America, 
Inc., 4 F. 2d 333; The I. E. Palmer Co. v. Nashua Manufacturing Co., 17 C. C. 
P. A. (Patents) 583, 34 F. 2d 1002, 3 U. S. P. Q. 46; California Packing Corpora- 
tion v. Tillman & Bendel, Inc., 17 C. C. P. A. (Patents) 1048, 40 F. 2d 108, 5 
U. S. P. Q. 59; The B. F. Goodrich Co. v. Clive E. Hockmeyer, et al., 17 C. C. 
P. A. (Patents) 1068, 40 F. 2d 99,5 U. S. P. Q. 30; Three In One Oil Company 
v. St. Louis Rubber Cement Co., Inc., 24 C. C. P. A. (Patents) 828, 87 F. 2d 
479, 32 U. S. P. Q. 192; Rice-Stix Dry Goods Co. v. Industrial Undergarment 
Corporation, 33 C. C. P. A. (Patents) 813, 152 F. 2d 1011, 68 U. S. P. Q. 186. 

For the reason that we hold the involved goods of the parties are not of the 
same descriptive properties it is immaterial that appellant was subsequent to ap- 
pellee in adopting and using its mark or that appellant’s mark is identical with 
the first word in that of appellee. 

For the reasons heretofore given, the decision of the Commissioner of Patents 
is reversed. 


BLAND, J., dissenting. : 


I regret that I am unable to agree with the majority that the decision of the 
Commissioner should be reversed. I think the result he arrived at is supported 
by a great weight of authority. 

My disagreement with the holding of the majority in reversing the decision of 
the Commissioner is based upon two reasons: first, the trade-marks are identical ; 
second, it seems to me that, in view of the facts of record, confusion is likely to 
result. 

The stipulated facts show that the trade-marks are identical; that the Bendix 
Aviation Corporation (hereinafter referred to as “Bendix’’), appellee herein, applies 
the “Pneudraulic” mark on airplane shock struts, while the Chicago Pneumatic Tool 
Company, appellant (hereinafter referred to as “Pneumatic’”’), uses the same mark 
on hydraulic riveters; that the goods of both parties operate by hydraulic power ; 
that Bendix is senior in the use of the mark and that its business has grown until, 
in 1942, the sales value of its product was more than 21 million dollars. It also 
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appears from the exhibits in the case that Pneumatic is a very large concern mak- 
ing hundreds of different kinds of hydraulically operated devices; that it makes 
and sells, under the term “Pneudraulic,” riveters used in the building of aircraft, 
and that it also makes hydraulic cylinders. 

The stipulation states that Pneumatic manufactures hydraulic cylinders for air- 
craft control but that they are sold under a mark other than “‘Pneudraulic’’; that 
the herein involved products of the parties are classified in different classes in the 
Patent Office, and that the respective parties have not had reported to them any 
specific instances of actual confusion in trade; that Bendix does not manufacture 
riveters and that the mark ‘‘Pneudraulic’’ is applied by it only to shock struts and 
not to a great variety of other products which it produces; that Bendix has a 
registered mark consisting of the words “Pneudraulic Shock Struts,” the words 
“Shock Struts” being disclaimed. 

The question presented here is whether or not the goods are of the same de- 
scriptive properties as that phrase is used in the Trade-Mark Act. In approaching 
this question, we should apply the test which has become settled law in this court, 
in the United States Court of Appeals for the District of Columbia, and every 
other court that I know of, namely, that if confusion is likely to result or if there 
is doubt on the question the newcomer should not be permitted to register; and 
this is particularly true where the marks are identical. 

The courts have frequently said that the field is broad from which to select 
a desirable trade-mark and that the twilight zone of similarities between marks 
should be avoided by the newcomer. It being the dominant purpose of Congress, 
in passing the 1905 Trade-Mark Act, to prevent confusion, a trade-mark should 
not be registered because the goods have dissimilar features if by reason of their 
similarity confusion is liable to result. 

I cannot avoid the conclusion that it easily may be assumed by purchasers of 
airplant shock struts, or purchasers of airplanes which have the hydraulic features, 
that Pneumatic, which is a large manufacturer of many different devices, produces 
Bendix’s “‘Pneudraulic’’ shock struts. Ofttimes the purchasing agents for large 
concerns, which are users of the class of merchandise involved here, are not as 
“discriminating” as might be supposed. Frequently they are not experts as to the 
general nature and uses of such devices. 

“Pneudraulic” seems to be a combination of syllables taken from the two words, 
pneumatic and hydraulic. This coined word is not as much in common use as 
most trade-marks and therefore confusion is more likely. The Bon Ami Com- 
pany v. McKesson & Robbins, Inc., 25 C. C. P. A. (Patents) 826, 93 F. 2d 915, 
36 U.S. P. O 20. 

It has become well-settled law in this court, following early holdings of our 
predecessor, the Court of Appeals of the District of Columbia (now the United 
States Court of Appeals for the District of Columbia), and other courts, that in 
determining the exact question presented here we must take into consideration 
the likelihood of confusion and that if there is likelihood of confusion it is by reason 
of the fact that the goods are of the same descriptive properties. California Pack- 
ing Corporation v. Price-Booker Mfg. Co., 285 F. 993, 52 App. D. C. 259. Oppen- 
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heim, Oberndorf & Co., Inc. v. President Suspender Co., 3 F. 2d 88, 55 App. D. C. 
147. Wall v. Rolls-Royce of America, Inc., 4 F. 2d 333. The I. E. Palmer Co. 
v. Nashua Manufacturing Co., 17 C. C. P. A. (Patents) 583, 34 F. 2d 1002, 3 
U. S. P. Q. 46. California Packing Corporation v. Tillman & Bendel, Inc., 17 
C. C. P. A. (Patents) 1048, 40 F. 2d 108, 5 U. S. P. Q. 59. The B. F. Goodrich 
Co. v. Clive E. Hockmeyer, et al., 17 C. C. P. A. (Patents) 1068, 40 F. 2d 99, 5 
U. S. P. Q. 30. Three In One Oil Company v. St. Louis Rubber Cement Co., 
Inc., 24 C. C. P. A. (Patents) 828, 87 F. 2d 479, 32 U.S. P. Q. 192. Rice-Stix 
Dry Goods Co. v. Industrial Undergarment Corporation, 33 C. C. P. A. (Patents) 
813, 152 F. 2d 1011, 68 U. S. P. Q. 186. 

Litigants from the beginning have attempted to give the phrase “merchandise 
of the same descriptive properties” its literal, narrow meaning, and some cases 
went so far as to hold that “Pall Mall” cigarettes were not of the same descriptive 
properties as a “Pall Mall” pipe, based upon the theory that one wanting a pipe 
would not purchase cigarettes. American Tobacco Co. v. Gordon, 10 F. 2d 646, 
56 App. D. C. 81. 

This court, as did our said predecessor, early interpreted the term “merchandise 
of the same descriptive properties” in the proviso of Section 5 to mean the same 
as the words “of the same class” in the first part of the paragraph. Cheek-Neal 
Coffee Co. v. Hal Dick Mfg. Co., 17 C. C. P. A. (Patents) 1103, 40 F. 2d 106, 
5 U.S. P. Q. 55; Cross v. Williams Oil-O-Matic Heating Corporation, 18 C. C. 
P. A. (Patents) 1192, 48 F. 2d 659, 9 U. S. P. Q. 146; Philadelphia Inquirer Co. 
v. Coe, 133 F. 2d 385, 55 U. S. P. Q. 435. 

It is also true that litigants have attempted to broaden the term “of the same 
class” to include classes which are too broad, such as all machinery, all medicines, 
household articles, etc., etc. 

This court, during the first year it had patent jurisdiction, in determining the 
question as to whether goods were of the same descriptive properties, emphasized 
the importance of considering the question of confusion both in cases where the 
marks were identical and where they were not. 

In The J. E. Palmer Co. v. Nashua Manufacturing Co., supra, we laid down 
the rule, in substance, that if there was likelihood of confusion it was because the 
goods were of the same descriptive properties, even though the goods might be 
dissimilar. We followed there a case of unusual importance, California Packing 
Corporation v. Price-Booker Mfg. Co., supra, where Chief Justice Smyth, writing 
the opinion for the court, made the following statement which we quoted in said 
I. E. Palmer Co. case: 


The paragraph implies that, if the mark would not distinguish the goods of its owner 
from other goods of the same class, it should be denied registration. No interpretation of 
the phrase “the same descriptive properties,’ which occurs in the same section, applicable 
to all cases alike, has ever been given, so far as we know. The courts have been content 
with deciding in each case as it arose either that the goods did or did not possess those quali- 
ties, without going further. We think the dominant purpose of the part of the section here 
involved is the prevention of confusion and deception. If the use of the later mark would 
be likely to produce either, the mark should be rejected. Whenever it appears that con- 
fusion might result, it is because the goods have the same descriptive properties. We 
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reason from the effect to the cause. For instance, no one would be deceived into believing 
that a can of tobacco and a can of peas were put out by the same concern, simply because 
they bore similar trade-marks. [Italics mine.] 


See also Application of B. F. Goodrich Co., 285 F. 995, 52 App. D. C. 261. 

Subsequently, in Sun-Maid Raisin Growers of California v. American Grocer 
Company, 17 C. C. P. A. (Patents) 1034, 40 F. 2d 116, 5 U. S. P. Q. 68 (raisins 
as against wheat flour) ; California Packing Corporation v. Tillman & Bendel, Inc., 
supra (coffee as against canned fruit) ; The B. F. Goodrich Co. v. Clive E. Hock- 
meyer, et al., supra (certain fabric clothing articles as against rubber footwear) ; 
and in other cases, the same rule was followed by this court. 

This rule was conversely stated in Pratt & Lobert, Inc. v. Chapman & Rodgers, 
Inc., 30 C.C. P. A. (Patents) 1228, 1233, 136 F. 2d 909, 58 U.S. P. Q. 474, 478, as 


follows: 


However, we are of opinion that the goods of the parties differ so widely in composi- 
tion and use that the concurrent use of the trade-mark “61” thereon would not be likely 
to cause confusion or mistake in the mind of the public or to deceive purchasers, and 
that, therefore, the goods of the parties do not possess the same descriptive properties. 


In Three In One Oil Company v. St. Louis Rubber Cement Co., Inc., supra, 
this court held that “3 in 1” oil and small cans of cement used for gluing rubber, 
cloth and leather were goods of the same descriptive properties, based upon the 
proposition that while they were in many respects dissimilar confusion was likely 
to result by reason of certain common attributes and ideas concerning the goods, 
and registration was refused the newcomer. 

An interesting case on this subject is Wall v. Rolls-Royce of America, Inc., 
supra, where the Circuit Court of Appeals of the Third Circuit, based upon the 
idea that confusion would result, enjoined Wall from calling his radio tubes “Rolls- 
Royce.” The court there stated: 


.... Upon no other theory than a purposed appropriation to himself, and an intent to 
convey to the public a false impression of some supposed connection with the Rolls-Royce 
industries, can Wall’s actions and advertisements be explained. ... It is true those com- 
panies made automobiles and aeroplanes and Wall sold radio tubes, and no one could 
think, when he bought a radio tube, he was buying an automobile or an aeroplane. But 
that is not the test and gist of this case. 


In the famous so-called Kodak cases, 15 Reports Patent Cases 105, various 
articles such as bicycles were held to be in the same class as cameras because of 
the likelihood of confusion, and yet there certainly is far more distinction between 
bicycles and cameras than there is between hydraulic riveters and hydraulic shock 
struts. 

And here it must be remembered that the Supreme Court, in American Steel 
Foundries v. Robertson, Commissioner, et al., 269 U. S. 372, 380, said: 


. .. “The law of trade-marks is but a part of the broader law of unfair competi- 
tion” .... the general purpose of which is to prevent one person from passing off his 
goods or his business as the goods or business of another. 


I cite the Philadelphia Inquirer Co. case, supra, upon the holding of the majority 
of that court on the question of giving the phrase “merchandise of the same descrip- 
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tive properties” the same meaning as “goods of the same class.” In his decision in 
the instant case the Commissioner has cited that case as supporting a theory with 
which I do not agree. There the majority also held that where marks were identi- 
cal the confusion test was improper and that the test was only applied where the 
marks were similar but not identical. I see no reason to make such a distinction 
because the law in that court and in this court was well-settled to the contrary 
before the Philadelphia Inquirer opinion was handed down. The reasoning in 
California Packing Corporation v. Price-Booker Mfg. Co., supra, where identical 
trade-marks were involved, is, in my view, unanswerable. 

Congress said that an identical mark could not be registered if it was used on 
goods of the same descriptive properties as the goods of another man who owned 
the same mark. It then said that a mark should not be registered if the marks 
were so similar, when used upon goods of the same descriptive properties, that 
confusion would be likely to result. Surely Congress was attempting to prevent 
confusion in each instance and since fewer marks are registered where the con- 
fusion test is applied in determining whether goods are of the same class one who 
takes an identical mark should not have an advantage over one who uses a mark 
whic. is only similar. Arriving at this result, that is, to say that the confusion test 
does not apply to identical trade-marks but does to similar trade-marks, is a failure 
to give effect to the spirit of the Act and, in my judgment, is a strained and un- 
warranted construction of the statute. I am glad to say that we and our predeces- 
sor have never so held until the Philadelphia Inquirer Co. case was handed down 
by a divided court and not since cited by that court. 


In the instant case the marks are not only identical, which certainly should 
call for a strict application of the rule of reasonable doubt, but the most conspicu- 
ous features of the goods of the parties are identical—they are both hydraulic 
apparatuses. Moreover, the fact that there is a close relationship in their use and 
that Pneumatic makes hydraulic cylinders are matters worthy of consideration. 


The name of the appellant corporation may also contribute to the promotion of 
confusion. 

Owing to the similar characteristics of the goods of the respective parties, as 
before stated, and believing as I do that confusion is likely to result from the con- 
current use of the identical marks of the parties on their respective goods, I agree 
with the Commissioner that Pneumatic’s mark should not be registered. 

I am authorized to state that O'CONNELL, J., concurs in this dissent. 
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MISHAWAKA RUBBER & WOOLEN MANUFACTURING COMPANY 
v. S. S. KRESGE COMPANY 


District Court E. D, Michigan, S. Div. 


September 28, 1946 


TRrADE-MArKS—UNFAIR COMPETITION—ACCOU NTING 
In case of trade-mark infringement and unfair competition, the trade-mark owner is 
entitled to recover the profits to be accounted for by the infringer, and in addition any 
damages sustained as a result of the defendant’s unlawful acts. 
\CCOUNTING—INTEREST ON RECOVERY 
General rule in trade-mark and unfair competition cases is that an award of profits to 
plaintiff carries interest from the date the award is liquidated, and not from the date of 
notice of infringement, where there are no exceptional circumstances justifying a departure 
from that rule. 
TRADE-MARKS—UNFAIR COMPETITION 
In a trade-mark and unfair competition case, where, as here, defendant's infringement 
was neither deliberately wilful nor in bad faith, and it contested in good faith and reason- 
ably all claims of unlawful action, upon which its defense was sustained in part, and the 
trade-mark owner suffered no damages beyond loss of profits, there is no basis for a puni- 
tive or exemplary award beyond loss of profits. 
APPEALS TO CirRcUIT CourTs OF APPEALS 
In accounting following appeal to the Circut Court of Appeals and the Supreme Court 
from interlocutory judgment, this court is bound by the law of the case as previously 
determined. 


( 


Action by the Mishawaka Rubber & Woolen Manufacturing Company against 


S. S. Kresge Company for trade-mark infringement and unfair competition. Judg- 
ment for plaintiff on accounting. 
see also 49 U.S. FP. Q. 419, 31 U.S. P.O. 45, 53 U.S. PF. O. aaa. 


~ 


Eugene M. Giles, Chicago, Ill. (Thomas S. Donnelly, Detroit, Mich., and Harvey 
L. Hanson, Chicago, Ill., of counsel) for plaintiff. 
Lawson & Giles, Detroit, Mich., for defendant. 


LEDERLE, D. J.: 
Findings of Fact 


1. This trade-mark infringement and unfair competition case is presently be- 
fore the court for jurisdiction on the accounting under interlocutory judgment 
entered January 21, 1943, on Supreme Court mandate following an opinion reported 
in 316 U. S. 203 [32 T.-M. Rep. 254], modifying, as to the form of provision 
governing accounting procedure, the interlocutory judgment afhrmed in 119 F. 
2d 316 [32 T.-M. Rep. 42]. 

The said judgment on mandate required the defendant to account to the plaintiff 
for profits unlawfully derived from sales made directly or indirectly by the defend- 
ant after May 19, 1933, of rubber heels bearing a red or reddish circular mark ap- 
pearing upon the face portion thereof, and such damages beyond the loss of profits 
as might be shown by plaintiff on the accounting, and continued in effect the pro- 
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vision of the judgment appealed from, to the effect that the matter of cost await 


the disposition of the accounting herein. 


2. This case was instituted November 28, 1934, to restrain infringement and 


unfair competition of plaintiff’s registered trade-mark No. 36,471, and for the re- 
covery of profits and damages resulting therefrom. Briefly, the plaintiff's trade- 
mark consists of a red circular mark embedded in the center of heels attached 
to footwear sold by plaintiff. On December 29, 1939, this court adjudged the 
trade-mark valid and infringed by defendant’s sale of separate replacement heels 
bearing a red or reddish circular mark embedded upon the face portion of the 
heels, and ordered a restraint and accounting in connection with these sales. Plain- 
tiff appealed from this adjudication, claiming error in the provision for account- 
ing procedure, in the provision as to the matter of costs, and in the court’s refusal 
to sustain plaintiff's claims for relief on heels sold by defendant which bore other 
types of marks. This adjudication was affirmed on appeal; 119 F. 2d 316 [32 
T.-M. Rep. 42]. In granting plaintiff's request for certiorari as to the accounting 
procedure, the Supreme Court refused to review the question whether, in view of 
the restraint of further use of the infringing red or reddish mark, the defendant 
should be permitted to continue selling heels bearing marks of other types or 
colors, which plaintiff contended had acquired the same significance of origin be- 
cause of defendant’s mixing and side by side association with goods bearing 
the infringing marks, plaintiff claiming error in the finding of the District Court, 
as affirmed by the Circuit Court of Appeals, that the only unlawful actions of de- 
fendant were its sales of “Red Crusader” and “Red Surefoot” heels, exemplified 
by plaintiff’s Exhibits 79 and 54, respectively. 

3. At the time of entering judgment on the mandate, an order was entered 
requiring defendant to file with the court a verified statement of account in accord- 
ance with the judgment. Defendant filed a detailed statement on April 12, 1943, 
showing a net profit of $6,047.30 realized from the sale of “Red Crusader’ and 
“Red Surefoot” heels, exemplified by plaintiff's Exhibits 79 and 54, respectively, 
which had been shipped to defendant between April 1, 1933 and June 30, 1933, 
and between July 1, 1934 and November 30, 1934, respectively. After hearing 
objections, and further time being granted for investigation, a supplemental statement 
was filed by defendant on March 31, 1945, showing a net profit of $912.98 realized 
from the sale of “Red Crusader” heels since defendant first started selling heels 
with red marks, namely, those shipped to defendant between January 20, 1933 
and March 31, 1933. These statements have been accepted by plaintiff as the 
basis for its request for the award of profits in relation to its Exhibits 79 and 54. 

Plaintiff also contended that it was entitled to a further recovery, and time 
was granted for further investigation and to permit the making of a further ac- 
counting record. During 1946, an accounting hearing lasting several days was 
held, and the accounting was terminated on July 8, 1946. The matter has been 
exhaustively argued and briefed. 


4. Plaintiff claims judgment in the amount of $141,558.76, plus interest and 
costs, as follows: 


(a) Profits of $6,960.28 realized from defendant’s sale of “Red Crusader” and 
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“Red Surefoot” heels, exemplified by plaintiff's Exhibits 79 and 54, respectively, 
plus interest from date of notice of infringement ; 

(b) Profits of $12,460.00 realized from defendant's sale of heels bearing orange 
inserts, plus interest from date of notice of infringement ; 

(c) Profits of $20,570.00 realized from defendant’s sale of heels bearing beige, 
yellow and green inserts, which were mixed with heels bearing red and orange 
inserts, plus interest from date of notice of infringement ; 

(d) Damages of $101,568.48, being three times $33,856.16, the total litigation 
expense and counsel fees paid by plaintiff to its counsel from May 25, 1933 to 
November 25, 1945, plus interest from date of judgment. 

(e) That plaintiff be allowed to tax against defendant costs which were not 
included in item (d). 

5. Defendant contends that plaintiff is entitled to no recovery. 

6. There being no dispute between the parties as to defendant’s total selling 
prices of infringing heels nor as to items deductible as costs from defendant’s sell- 
ing prices in arriving at profits, as shown by said statement filed by defendant, an 
analysis of these computations would serve no useful purpose. 

The profits unlawfully derived by defendant from sales made directly or in- 
directly by defendant after May 19, 1933, of rubber heels bearing a red or reddish 
circular mark appearing on the face portion thereof was $6,960.28, which was 
realized from the sale of 43,670 dozen pairs of “Red Crusader” heels, exemplified 
by plaintiff’s Exhibit 79, manufactured and shipped to defendant by Essex Rubber 
Company between January 20, 1933 and June 30, 1933, and 19,445 dozen pairs of 
“Red Surefoot’” heels, exemplified by plaintiff's Exhibit 54, manufactured and 


shipped to defendant by O’Sullivan Rubber Company between July 1, 1934 and 
November 30, 1934. 


7. Defendant has not shown that its infringement of plaintiff’s trade-mark had 
no cash value to defendant in sales specified in finding 6. 


It is the law of this case that heels sold by defendant of types other than 
those specified in finding 6 did not infringe or unfairly compete with plaintiff’s 
trade-mark and business, and did not acquire the same significance of origin be- 
cause of defendant’s mixing and side by side association for sale with heels specified 
in finding 6. Sales of such other types of heels did not result directly or indirectly 
from defendant’s sale or offering for sale of heels specified in finding 6. 

8. Defendant’s infringement was neither deliberately wilful nor in bad faith. 
The harshest characterization that can be placed on defendant’s action prior to this 
suit is that it regarded plaintiff's claim of infringement as lacking in merit, although 
upon plaintiff's notice of claimed infringement in May, 1933, defendant offered for 
the sake of business amity to notify its supplier to use a color unlike red on the heel 
it was then selling, the Essex “Red Crusader” heel, exemplified by plaintiff’s Ex- 
hibit 79. Defendant so instructed its supplier of those heels, and within a month 
shipment of “Red Crusader” heels, to defendant ceased. Plaintiff next complained 
in February, 1934, that other heels sold by defendant infringed its trade-mark. 
Plaintiff instituted this action in November, 1934. Defendant contested in good 
faith all claims of infringement and unfair competition charged herein, its defense 
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was sustained in part, and its defense on the limited relief granted to plaintiff was 
reasonably debatable. 


9. There were no damages suffered by plaintiff from trade-mark infringement 
or unfair competition beyond the loss of profits specified in finding 6. 


Conclusions of Law 


1. In case of trade-mark infringement and unfair competition, the trade-mark 
owner is entitled to recover the profits to be accounted for by the infringer, and in 
addition any damages sustained as a result of the defendant’s unlawful acts, 15 
5&6. A 


2. Where, as here, it appears that a trade-mark infringer has derived profits 


of $6,960.28 from the sale of goods bearing infringing marks after notice of in- 
fringement, and the infringer has not shown that his infringement had no cash 
value in sales made by it, the trade-mark owner is entitled to such profits. Mztsha- 
waka Rubber, etc. Mfg. Co. v. Kresge, 1942, 316 U. S. 203 [32 T.-M. Rep. 254]. 

3. The general rule in trade-mark and unfair competition cases, as in patent 
cases, is that an award of profits to plaintiff carries interest from the date the award 
is liquidated, and not from the date of notice of infringement, where, as in this 
case, there are no exceptional circumstances justifying a departure from that rule. 
The profits being liquidated herein and first judicially ascertained by the court as 
of this date, the award specified in conclusion of law 2 will carry interest at 5 percent 
per annum from this date. Crosby Steam Gage Co. v. Con. Safety Valve Co., 
1891, 141 U. S. 441; Duplate Corp. v. Triplex Co., 1935, 298 U. S. 448; G. M. 
Corp. v. Daily, 1937, C. C. A. 6, 93 F. 2d 938 [36 U. S. P. Q. 520]; Reynolds 
Spring Co. v. Young Industries, 1939, C. C. A. 6, 101 F. 2d 257; Enterprise Mfg. 
Co. v. Shakespeare Co., 1944, C. C. A. 6, 141 F. 2d 916; 3 Walker on Patents, 
Deller’s Ed., Sec. 864. 


4. In a trade-mark infringement and unfair competition case, where, as here, 
the trade-mark owner has suffered no damages beyond loss of profits, no damages 
beyond loss of profits should be awarded. Mishawaka Mfg. Co. v. Kresge Co., 
1942, 316 U. S. 203 [32 T.-M. Rep. 254]. 

5. In a trade-mark and unfair competition case, where, as here, defendant's 
infringement was neither deliberately wilful nor in bad faith, and it contested in 
good faith and reasonably all claims of unlawful action, upon which its defense 
was sustained in part, and the trade-mark owner suffered no damages beyond loss 
of profits, there is no basis for a punitive or exemplary award beyond loss of profits. 
Enterprise Mfg. Co. v. Shakespeare Co., 1944, C. C. A. 6, 141 F. 2d 916. 

6. In a trade-mark and unfair competition case where, as here, plaintiff claims 
in the trial court, in the Circuit Court of Appeals, on application for certiorari and 
during the subsequent accounting that it is entitled to relief as to six types of heels 
sold by defendant, all of which defendant defends reasonably and in good faith, and 
relief limited to two types of heels only is granted to plaintiff throughout, sustain- 
ing in part each party’s contentions, neither party should be required to bear the 
burden of the other’s litigation expenses, attorney fees or costs. 
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7. In an accounting following appeal to the Circuit Court of Appeals and the 
Supreme Court from interlocutory judgment, this court is bound by the law of 
this case as previously determined. 

8. Accordingly, a judgment is being entered simultaneously herewith, provid- 
ing as follows: 

(a) That the plaintiff recover from the defendant the sum of $6,960.28 with 
interest at 5 percent per annum from this date. 

(b) That no litigation expenses, attorney fees or costs be awarded to either 
party, and that each party shall bear its own litigation expenses, attorney fees and 
costs. 

(c) That all other relief requested upon this accounting be denied. 

(d) That, except as specifically provided above, the interlocutory judgment 
on mandate entered herein on January 23, 1943, shall remain in full force and 
effect. 


GEMLOID CORPORATION v. PRO-PHY-LAC-TIC BRUSH COMPANY 
District Court, S. D. New York 
September 17, 1946 


TRADE-MARKS—JURISDICTION OF CoURTS 
While within recent years courts have adopted a more liberal attitude toward suits against 
foreign corporations, it is still law in the Second Circuit that the court has no jurisdiction 
over a foreign corporation which merely rents showroom and office space in the state and 
employs salesmen to procure orders to be forwarded to the home office for shipment of the 
goods. 
PLEADING AND PRACTICE—MOoTION TO DISMISS AND DEMURRERS 
In view of the provision of the Federal Rules of Civil Practice 12 the issue of jurisdiction 
is not waived by answering on merits. 


Action by Gemloid Corporation against Pro-Phy-Lac-Tic Brush Company for 
trade-mark infringement. On defendant’s motion to dismiss. Motion granted. 


Bernard Dubin, New York, N. Y., for plaintiff. 
Root, Balentine, Harlan, Bushby & Palmer, New York, N. Y., for defendant. 


Concer, D. J.: 


Suit for infringement of a trade-mark. Defendant moves to quash the return 
of service of the summons and to dismiss the action on the ground that this court 
does not have jurisdiction of the defendant and upon another ground which I do 
not deem necessary to discuss or pass on. 

In support of its motion, defendant asserts that it is a corporation organized 
and existing under the laws of the State of Delaware and is not subject to service 
of process within the Southern District of New York; that it has its principal 
place of business in the City of Northampton in the State of Massachusetts; that 
the defendant is not a resident or inhabitant of the City or State of New York; 
that defendant is not licensed to do business in the State of New York; that it 
is not engaged in business in the State of New York, and that generally its activities 
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in the State of New York are not such as would subject it to process of this court 
in this district. 

The facts are: Defendant maintains a showroom in New York City at 385 
Fifth Avenue and has done so at various locations in New York City for 30 years. 
It occupies 1,680 square feet which is divided into a display room and three smaller 
rooms serving as offices for the staff. The rent, $4,350.00, is paid by defendant 
directly from the home office in Northampton, Massachusetts. Defendant’s name 
appears on the doors and windows of this showroom. It employs three salesmen, 
a secretary, and a general clerk at this office, all of whom are under the personal 
direction of the Vice-president in Charge of Sales at the home office. Defendant 
pays all salaries by checks mailed from Northampton. It also maintains checking 
accounts in two New York City banks which, though they are not used in connec- 
tion with any activities at 385 Fifth Avenue, are, nevertheless, used to pay foreign 
commission agents and for occasional other business. The City of’ New York col- 
lects an occupancy tax based on the annual rental at 385 Fifth Avenue. The sales- 
men’s duties consist of procuring orders for merchandise and forwarding them to 
the home office in Northampton for acceptance. The goods ere then shipped directly 
to the purchasers, most of whom are jobbers, retailers, druggests, etc. Some pur- 
chasers are from outside New York, while others are local merchants. Sales made 
through this office amounted to $1,500,000. last year. 

This precise question based on similar facts was passed on by Judge Bondy of 
this court in Elevator Supplies Co. v. Wagner Mfg. Co., 54 F. 2d 937 aff'd by 
the Circuit Court, 54 F. 2d 939. 

In his opinion, Judge Bondy stated: 








































The weight of authority seems to hold that the maintenance of an office by a foreign 
corporation, however long continued and however well equipped, to be used by its em- 
ployees in soliciting business and doing things incidental to procuring orders for goods 
manufactured and sold by such corporation in another jurisdiction, does not constitute 
the maintenance of a regular and established place of business within the meaning of 28 
US. CALs 209. 


I followed the rule laid down in this case in Cohen v. Boulevard Frocks, Inc., 
26 F. Supp. 771, and in Maw v. Northern Pump Co., Inc., 27 F. Supp. 808. 

With the above in mind, without more ado, I would deny defendant’s motion. 

However, within the past years, courts have adopted a more liberal attitude 
toward suits against foreign corporations. In the light of that attitude the issue 
presented here is not too easy of solution. 

The Supreme Court “has laid down no all-embracing rule by which it may be 
determined what constitutes the doing of business by a foreign corporation in 
such manner as to subject it to a given jurisdiction.” Davega, Inc. v. Lincoln 
Furniture Mfg. Co., 29 F. 2d 164, 166. 

Judge Rifkind in Snyder v. J. G. White Engineering Corporation, 60 F. Supp. 
789, reviews at some length various and divergent views of the courts on this ques- 
tion. I agree with Judge Rifkind that—“Apparently the bar has not been equipped 
by the courts with a rule of law which can be used to interpret the facts with a fair 
degree of certainty. This is revealed by the frequency with which this problem is 
presented in the motion term of this Court... . In part, I believe, the conflict at 
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the bar is a product of the circumstance that the rule is in process of redefinition 
and has apparently not yet crystallized in its new form.” (P. 790) 

The case at bar is well within the controversial area. 

Shall there be applied to this issue the rule stated in Davega, supra, “that the 
mere renting of an office and solicitation of business in the foreign state is insuffi- 
cient to subject the corporation to service of process’? 

In the last analysis, although the business done is very extensive and large in 
amount, defendant maintains just such an office. Should the rule be applied, as 
some courts have indicated that a foreign corporation which maintains an office 
and employees and does an extensive sales business here, a steady, constant stream 
of business, day by day, is actually carrying out an integral part of its business here 
and is then “present’”’ here and subject to the process of this state? 

Recently in Bomze v. Nardis Sportswear, Inc., decided June, 1946, I had occa- 
sion to pass on this same question under a similar set of facts. I felt then, as I 
feel now, that the rule of the Davega case is still the law of this Circuit. I know 
that the Davega decision has been criticized on several occasions but recently in 
Deutsch v. Hoge, 2nd Cir., 146 F. 2d 201 (December, 1944), it was relied upon 
and expressly approved. 

This is a border-line case. It may very well be that the point has been reached 
where a modification of the rule is in order but with Davega and Deutsch in mind 
I feel that I should not speculate but should follow what I believe to be the settled 
rule in this Circuit and grant the motion of defendant. 

I am of the opinion that /nternational Shoe Company v. State of Washington, 
90 Law Ed. 109, does not apply. See Bomze v. Nardis Sportswear, supra. 

Plaintiff further contends that defendant has waived the issue of jurisdiction 
since it has answered on the merits. In view of the provision of the Federal Rules 
of Civil Practice this contention is untenable. (See F. R. C. P. 12.) It also 
appears from the answer that in addition to answering on the merits the jurisdic- 
tional issue is raised. In fact the answer expressly states that the defense on the 
merits is interposed “without waiving objection to jurisdiction.” 

Motion granted. 


Settle order on notice. 


GOULD ENGINEERING COMPANY v. GOEBEL, et At. 
Massachusetts Supreme Judicial Court 


September 16, 1946 


TRADE-MARKS—MARKS AND NAMES SUBJECT TO OWNERSHIP—TITLE—TRANSFER WITH Goop- 
Wirt 
Since “Gould” and symbol had meaning in the trade signifying business made by Gould 
and successors, “Gould” is entitled to protection for both name and symbol. 
He could transfer his right in the name and the symbol with respect to the manufacturing 


business that he conveyed while retaining the right to both in the oil selling business that 
he retained. 
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UNFAIR COMPETITION—INJUNCTION 
Defendant is enjoined from selling “Gould” oil burners not made by plaintiff, but injunc- 
tion is modified to permit sale under “Gould” name of burners, including second hand burners, 
made by plaintiff’s predecessors. 
TRADE-M ARKS—REGISTRATION 


Registration of symbol as a trade-mark under Massachusetts law gives it no right that 
it did not have at common law. 


Appeal from Superior Court, Middlesex County, Massachusetts. 

Action by Gould Engineering Company against Robert J. Goebel and Gould 
Burner and Appliance Company for trade-mark infringement and unfair competi- 
tion. From decree for plaintiff, defendants appeal. Modified. 


A. M. MacNeill, Boston, Mass., for defendants. 
H. B. Zonis, Boston, Mass., for plaintiff. 


Before Fieip, Chief Justice, and LUmMus, DoLan, RONAN and WILKINs, 
Justices. 


LuMMus, J.: 


The defendants Robert J. Goebel and Gould Burner and Appliance Company, 
which was formed by Goebel, have appealed from a final decree enjoining them 
against selling oil burners, not made by the plaintiff, under the name of Gould; 
against using in the oil burner business the name of Gould; against leading the 
public to believe that they are connected with the plaintiff or deal in the plaintiff's 
products; and against using a symbol, consisting of a picture of an oil burner 
within the capital letter G, which symbol has been used by the plaintiff and has 
come to signify that goods are the product of the plaintiff. The facts appear in 
the report of a master, which was confirmed upon the overruling of the exceptions 
of each party. There was no appeal from the interlocutory decree overruling the 
exceptions and confirming the report. 

In 1934 Joseph E. Gould, a manufacturer of oil burners for heating buildings 
and a dealer in fuel oil, formed a corporation called Gould Oil Burner Company, 
and through it continued both kinds of business. In 1935 the business and assets 
of that corporation were transferred to Gould Oil Burner Corporation, a new 
corporation controlled by Gould. In 1936 the oil selling business was split off and 
transferred to Gould Oil Sales Corporation, a new corporation controlled by Gould. 
As early as 1935 Gould caused his then existing corporations to begin the use in 
newspaper advertisements, on corporate stationery, and on oil delivery trucks, of 
the symbol already described, as a designation of their products and their busi- 
ness. 

On September 29, 1937, Gould Oil Burner Corporation transferred to one 
Regnier “the exclusive right to manufacture and sell oil burners under the name 
of Gould,” together with all machinery, tools and patterns, in consideration of a 
sort of royalty of $2 for each burner made until Regnier should within two years 
pay $8,649.59. The corporation was to have the right to repurchase what it trans- 
ferred if Regnier should quit manufacturing within two years. The corporation 
reserved the exclusive right to sell burners “within a fifteen-mile radius of metro- 





GOULD ENGINEERING CO. v. GOEBEL 367 


politan Boston.” Regnier paid the full amount of $8,649.59 within the two years, 
and soon after transferred his business to Gould Engineering Company, a new 
corporation formed by him, which is still carrying on the business. 

On October 1, 1937, Gould Oil Burner Corporation assigned to the defendant 
Goebel and one Fogg, the latter of whom retired the next year, “‘the exclusive sell- 
ing right of the Gould oil burner within a fifteen-mile radius of metropolitan Bos- 
ton,” for five years. On the termination of the contract the assignees were to lose 
the right to use the word Gould. On May 31, 1940, Goebel, the remaining assignee, 
transferred his business to Gould Burner and Appliance Company, a new corpora- 
tion controlled by him. 

All these individuals and corporations, so far as they existed, used the name 
Gould and also the symbol already described, without any objection, until after 
September 29, 1939. In October, 1938, Gould caused to be transferred to Gould 
Fuel Oil Corporation, a new corporation controlled by him, all the assets and busi- 
ness of Gould Oil Sales Corporation and all rights of Gould Oil Burner Corporation 
under the contract with Regnier of September 29, 1937, and under the contract 
with Goebel and Fogg of October 1,1937. 

Shortly after September 29, 1939, a dispute arose between Regnier and Goebel 
as to whether Regnier had a right to sell oil burners in metropolitan Boston except 
through Gould Fuel Oil Corporation, and as to whether Goebel (later Gould Burner 
and Appliance Company) had a right to use the name Gould in selling oil burners 
in metropolitan Boston and its vicinity. After a hearing on the merits of a bill in 
equity to which Gould Fuel Oil Corporation was plaintiff, and Regnier and his 
Gould Engineering Company were defendants, a final decree was entered in the 
Superior Court on July 25, 1940, dismissing the bill. The decree was founded 
on the theory that the defendants in that case were not bound, after the two-year 
period from September 29, 1937, had expired, to refrain from selling burners in 
metropolitan Boston directly to customers. Neither Goebel nor his Gould Burner 
and Appliance Company was a party to that suit at the time of the final decree. 
On August 2, 1940, shortly after the entry of that final decree, the receiver of 
Gould Fuel Oil Corporation, pursuant to a decree of the Superior Court in receiv- 
ership proceedings with respect to Gould Fuel Oil Corporation, which was the 
plaintiff in the suit in which the bill was dismissed on July 25, 1940, sold to Goebel 
for $1,000 “all the right, title and interest of said corporation in and to” certain 
described tangible assets, “accounts receivable, service contracts and the good-will 
of said corporation.” 

After September 29, 1939, Goebel continued to sell Gould burners in metro- 
politan Boston, obtaining the burners from Regnier and his Gould Engineering 
Company. After Goebel transferred his business to his corporation Gould Burner 
and Appliance Company on May 31, 1940, that corporation continued to use the 
name Gould and the symbol already described. The continued use of the word 
Gould and the symbol caused an objection to be made by Regnier and Gould Engi- 
neering Company on September 3, 1940. As a result no sales to Goebel or his 
corporation were made after November 15, 1940. But Goebel and his corporation 


have continued to sell to dealers in metropolitan Boston burners which they have 





368 THIRTY-SIX TRADE-MARK REPORTER 


bought from other manufacturers, and have continued to use the name Gould and 
the same symbol or an other symbol very like it. Goebel’s corporation has also 
engaged in the business of selling fuel oil, at first by turning its orders over to 
Gulf Oil Company to be filled, and then after the assignment of August 2, 1940, 
from the receiver of Gould Fuel Oil Corporation by buying the oil from Gulf Oil 
Company, as had Gould Fuel Oil Corporation, and delivering it in its own trucks, 
which were marked with the name Gould and the symbol. On September 30, 1940, 
Gould Burner and Appliance Company caused the said symbol with the name 
Gould beneath it to be registered with the Secretary of the Commonwealth as its 
label, stamp and form of advertisement under G. L. (Ter. Ed.) c. 110, § 8, certify- 
ing that it had been in use since January 1, 1931. 

The master found that the name Gould and the symbol had acquired a meaning 
in the oil burner trade as signifying the burner manufactured by Gould and his 
successiors. Gould was entitled to protection for both the name and the symbol. 
S. M. Spencer Mfg. Co. v. Spencer, 319 Mass. 331 [36 T.-M. Rep. 123]... He 
could transfer his right in the name and the symbol with respect to the manufac- 
turing business that he conveyed while retaining the right to both in the oil selling 
business that he kept for himself. Associated Perfumers, Inc. v. Andelman, 316 
Mass. 176, 183. Gould’s right to protection for both the name and the symbol 
in his oil burner manufacturing business passed successively to Gould Oil Burner 
Company, Gould Oil Burner Corporation, Regnier, and Gould Engineering Com- 
pany, with the successive transfers of the assets and business as a going concern. 
Hoxie v. Chaney, 143 Mass. 592, 594, 595. Nelson v. J. H. Winchell & Co., 203 
Mass. 75, 82. Canadian Club Beverage Co. v. Canadian Club Corp., 268 Mass. 
561, 568. Associated Perfumers, Inc. v. Andelman, 316 Mass. 176, 182. Broeg 
v. Duchaine, 319 Mass. 711 [36 T.-M. Rep. 207].2. E. F. Prichard Co. v. Con- 
sumers Brewing Co., 136 F. 2d 512, 518, 519 [33 T.-M. Rep. 370], certiorari 
denied sub nomine Consumers Brewing Co. v. E. F. Prichard Co., 321 VU. S. 763. 

The first paragraph of the final decree, restraining the defendants “from sell- 
ing or offering to sell any oil burners other than those made by the plaintiff, under 
the trade-names of ‘Gould’ or ‘Gould Burner,’ ”’ is to be modified by inserting after 
the word “plaintiff” the words “or one of its predecessors in the business of manu- 
facturing oil burners.” This change is intended to permit the defendants to sell as 
Gould burners second hand burners that are authentic Gould burners because made 
by manufacturers who had undoubted right to use the name Gould as descriptive 
of burners made by them. California Wine & Liquor Corp. v. William Zakon & 
Sons, Inc., 297 Mass. 373, 379, 380. 

The second paragraph of the final decree restrained the defendants “from engag- 
ing in the oil burner business under any name a part of which is the name ‘Gould.’ ”’ 
When Gould Oil Burner Corporation conveyed the manufacturing business to 
Regnier in 1937 it expressly retained the right to sell oil burners, and Regnier 
agreed not to compete with it “within a fifteen-mile radius of metropolitan Boston.” 


1. Mass. Adv. Sh. (1946) 369. 
2. Mass. Adv. Sh. (1946). 785. 
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Even if that agreement not to compete were held to expire in two years, nothing 
in the contract of sale deprived Gould Oil Burner Corporation of its right to sell 
oil burners, provided it did not misrepresent burners made by manufacturers other 
than Regnier and his successor corporation to be Gould burners. The defendants 
acquired the right that Gould Oil Burner Corporation retained, to sell oil burners, 
through the assignment of October 1, 1937, by Gould Oil Burner Corporation to 
Goebel and Fogg of the right to sell oil burners; the assignment of October 18, 
1938, by Gould Oil Burner Corporation to Gould Fuel Oil Corporation of the 
benefits of the Regnier and the Goebel and Fogg contracts; and the assignment 
by the receiver of Gould Fuel Oil Corporation to Goebel of the good-will of that cor- 
poration. The defendants have used the word “Gould” substantially as long as the 
plaintiff. Regnier and the plaintiff knew for a long time after they had acquired 
the manufacturing business that the defendants were selling oil burners under a 
corporate name that included the name Gould, and made no objection. The con- 
tractual limit of five years for the use of the name Gould by the defendants was 
contained in a contract with Gould Oil Burner Corporation, and cannot be enforced 
by the plaintiff, to say nothing of the fact that the rights of Gould Oil Burner 
Corporation under that contract apparently have passed to the defendants. In their 
business of selling oil, the defendants plainly have the right to use the word Gould. 

The plaintiff does not contend that it has been injured or is likely to be injured 
in any way other than by a loss of trade that may result through a confusion in 
competition for patronage of its name Gould Engineering Company with the name 
of the defendant corporation Gould Burner and Appliance Company. No finding 
of actual confusion appears. 

Both parties sell to dealers rather than to the public, and dealers are unlikely 
to be confused. A substantial likelihood of confusion injurious to the plaintiff 
must be shown in order to warrant injunctive relief. In many cases no such con- 
fusion has been found even where the names have had fully as much similarity 
as those in this case. First National Stores, Inc. v. First National Liquor Co., 
316 Mass. 538. Silbert v. Kerstein, 318 Mass. 476 [35 T.-M. Rep. 297]. The 
final decree is to be modified by the elimination of the second paragraph. 

The defendants make no objection to the third paragraph of the final decree, 
which in substance enjoins against misrepresentation. 

The fourth paragraph of the final decree restrains the defendants from using 
the symbol in their business. Plainly they have a right to use it in their oil sell- 
ing business, in which it has been used by Gould and his successors from the time 
when it was adopted. It was a trade-mark of the oil selling business as well as 
of the oil burner business. When the former business passed to the defendants 
the trade-mark passed to them with it. Hoxie v. Chaney, 143 Mass. 592, 594, 
595. Nelson v. J. H. Winchell & Co., 203 Mass. 75, 82. Canadian Club Beverage 
Co. v. Canadian Club Corp., 268 Mass. 561, 568. Associated Perfumers, Inc. v. 
Andelman, 316 Mass. 176, 182. Broeg v. Duchaine, 319 Mass. 711 [36 T.-M. 
Rep. 207].2. E. F. Prichard Co. v. Consumers Brewing Co., 136 F. 2d 512, 518, 


3. Mass. Adv. Sh. (1946) 785. 
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519 [33 T.-M. Rep. 370], certiorari denied subnomine Consumers Brewing Co. 
v. E. F. Prichard Co., 321 U. S. 763. It is immaterial that the same symbol passed 
to the plaintiff as a trade-mark of the oil burner manufacturing business. Asso- 
ciated Perfumers, Inc. v. Andelman, 316 Mass. 176, 183. The plaintiff has an 
exclusive right to the symbol only as applied to oil burners. Its right in that respect 
is not impaired by the fact that the defendants used the symbol for some years 
prior to November 15, 1940, in connection with an exclusive agency to sell Gould 
oil burners in metropolitan Boston. When that agency ceased, any right of the 
defendants to use that symbol in the oil burner business was at an end. Cardinal 
v. Taylor, 302 Mass. 220, 222. 

The registration by the defendant corporation of the symbol as a trade-mark 
gave it no right that it did not have at common law. Jackson v. Calvert Distillers 
Corp. of Massachusetts, 306 Mass. 423, 427 [30 T.-M. Rep. 444]. Blair’s Food- 
land, Inc. v. Shuman’s Foodland, Inc., 311 Mass. 172, 176. Armstrong Paint & 
Varnish Works v. Nu-Enamel Corp., 305 U.S. 315 [29 T.-M. Rep. 3]. Dwinell- 
Wright Co. v. National Fruit Product Co., Inc., 129 F. 2d 848 [32 T.-M. Rep. 
141]. 

The fourth paragraph of the final decree is modified so as to restrain the de- 
fendants only “from using in the business of selling oil burners the symbol or any 
part thereof described or illustrated in Exhibit A annexed to the bill.” 

As modified by this opinion, the final decree is affirmed. 

So ordered. 


SUN VALLEY MANUFACTURING CO. v. MYLISH, Et At., TRADING As 
MYLISH, MANN & DRUCKER 


District Court, E. D. Pennsylvania 


September 4, 1946 


TRADE-M ARKS—GEOGRAPHICAL NAMES 

The name “Sun Valley” is geographical. 

UnFAIR COMPETITION—JURISDICTION OF COURTS AND PRACTICE 

The jurisdiction of this court is based on the diversity of citizenship of the parties and 
therefore the substantive law of the state is to be applied in determining the issues of this 
case. 

UNFAIR COMPETITION 

Geographical name may not be exclusively owned by a person or business association 
for the purpose of a trade-mark, but it may be protected as a trade-name where it has 
acquired secondary meaning. 

Burden is on the complainant to show that the geographical name has acquired a 
“secondary meaning,” but also that it acquired the special significance prior to the time of 
the alleged infringing acts of the defendants. 

The test is whether the name has become known to the trade and the buying public as 
denoting a product of certain origin. 

TRADE-MARKS—PLEADING AND PRACTICE 


Plaintiff may not proffer rebuttal testimony to show that which was substantive part of 
its case in chief. 
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UnFAIR COMPETITION—NAMES OF COMPANIES, INDIVIDUALS AND Goops 
Although the geographical name “Sun Valley” has not acquired the status of a trade- 
name or is capable of being a trade-mark as now used by the complainant, its right to the 


name may be afforded a limited degree of protection as against the defendants if they have 
been guilty of fraud or unfair competition. 


Plaintiff need not show that particular customers have been deceived, but must show 
that deception is the natural and probable result of defendant’s acts, there need be no actual 
fraudulent intent by defendant to pass off goods, provided necessary and probable tendency 
of conduct is to deceive the public and pass off goods; unfair competition is not found where 
there is no such tendency and no actual intent to defraud. 


Action by Sun Valley Manufacturing Co. against Isaac D. Mylish and Jerome 
J. Drucker, co-partners trading as Mylish, Mann & Drucker, for unfair competi- 
tion. Complaint dismissed. See also 63 U.S. P. Q. 349. 


Levinthal & Levinthal and Cyrus Levinthal, both of Philadelphia, Pa., and Charles 
Sonnenreich, New York, N. Y., for plaintiff. 

Caesar & Rivise, A. D. Caesar, Charles W. Rivise, and Leroy Comanor, all of 
Philadelphia, Pa., for defendants. 


GANEY, D. J.: 


This is an action brought by the complainant, Sun Valley Manufacturing Co., 
a Massachusetts corporation, to restrain the defendants, citizens of Pennsylvania, 
from using the name “Sun Valley” and a simulating label on merchandise manu- 
factured and sold by them. In addition, it requests that the defendants be made 
to account for and pay over to the complainant all the profits realized from the 
sale of defendants’ merchandise on which was affixed the name “Sun Valley.” 
From the evidence presented before it, the court makes the following 


Findings of Fact 


1. Complainant, Sun Valley Manufacturing Company, is a corporation incor- 
porated under the laws of the State of Massachsetts, and has its principal place of 
business in Boston, Massachusetts. 


2. Defendants are Isaac D. Mylish and Jerome J. Drucker, co-partners trad- 
ing as Mylish, Mann and Drucker; they are citizens of the State of Pennsylvania 
and have their principal place of business in Philadelphia, Pennsylvania. 

3. The complaint alleges that the amount in controversy exceeds, exclusive of 
interests and costs, the sum of Three Thousand Dollars ($3,000.00). 


4. In the fall of 1936, Abraham and his son, Lewis Lawrence Rosenfield organ- 
ized the partnership of Sun Valley Manufacturing Company, with its place of 
business at 15 School Street, Boston, Massachusetts for the purpose of manufac- 
turing and selling ski clothing and riding breeches. 


5. On January 25, 1937, the Sun Valley Manufacturing Co. (complainant’s 
predecessor) filed an application in the United States Patent Office to register the 
name “Sun Valley Manufacturing Co.” for ski and sport suits (class 39 clothes). 
In the application, the Sun Valley Manufacturing Co. claimed use of the name 
since January 1, 1937. 
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6. The application to register the name “Sun Valley Manufacturing Co.” was 
successfully opposed by the Union Pacific Railroad, because the name “Sun Valley” 
prior to the filing date of the application had been the name of a certain locality in 
Blaine County, Idaho, and as such the notation “Sun Valley” was incapable of 
statutory ownership as provided by Section 5 of the Trade-Mark Act of 1905. 
Union Pacific Railroad Co. v. Sun Valley Manufacturing Co., Opposition No. 
16,690. 

7. The rejection of the registration of the trade-mark “Sun Valley” was not 
appealed from by the Sun Valley Manufacturing Company. 

8. On February 1, 1937, Lewis L. Rosenfield filed notice with the City Clerk 
of Boston that the business of Sun Valley Manufacturing Company was conducted 
at 15 School Street, Boston, Massachusetts. 


9. In July of 1937 the Sun Valley Manufacturing Company began to use, by 
applying to ski outfits of fine quality manufactured by it, labels with the name 
pplying 1 . ; 
“Sun Valley Mfg. Co.” and a design of the sun between two mountain ridges. 


10. On August 20, 1940, the Sun Valley Manufacturing Co. was incorporated 
under the laws of the State of Massachusetts, and nine days later, by bill of sale, 
acquired the assets, business and good-will of the Sun Valley Manufacturing Com- 
pay. 

11. The complainant and its predecessors have from time to time advertised 
ski outfits manufactured by it under the labels: “Sun Valley Authentic Ski Wear,” 
“Silver Ski,” “Alpine,” “Blizzard” and “Mountaineer.”’ 


12. The complainant and its predecessors, in response to its advertisements 
in newspapers and trade journals, magazines and folders, received inquiries from 
individuals and clothing stores in various parts of the United States concerning its 
catalog and ski wear. 

13. Defendants since 1922 have been in the business of manufacturing and 
selling men’s shirts under various labels, among which are “Tu-way Collar by Ritz,” 
“Styled by Nelson Page” and “Ritz,” all of which were registered. 

14. In December of 1939, the defendants decided to manufacture a new line 
of shirts known as sport shirts, polo shirts, street shirts or all purpose shirts. At 
the same time, the defendants, without knowledge of the complainant’s use of the 
name, decided to adopt the name “Sun Valley” for the new type of shirts. 


15. Since the spring of 1940 the defendants have sold these shirts, with the 
“Sun Valley by Ritz” label affixed to them, to department stores and men’s shops 
in the principal cities throughout the United States, including stores to which the 
complainant had sold ski outfits. 


16. Defendants by extensive advertising and merchandising have built up a 
large business in shirts under the label “Sun Valley by Ritz.’ A considerable 
portion of its business was built up prior to February 28, 1941. 


17. The defendants and their customers have inserted in newspapers, maga- 
zines and trade journals illustrating defendants’ “Sun Valley by Ritz” sport shirts. 


The labels and tags used by the defendants on shirts manufactured by them do not 
contain their firm name. 
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18. In January of 1941 the complainant first learned that the defendants were 
using the trade-mark “Sun Valley” on sport shirts. 

19. On February 28, 1941, the complainant sent a letter to defendants stating : 
“You are no doubt aware of our rights to the name ‘Sun Valley’ for clothing, shirts, 
etc. I should appreciate a frank letter from you telling us whether you are going 
to discontinue the use of the ‘Sun Valley’ on your sport shirts.” 

20. On March 6, 1941, defendants acknowledged receipt of the letter of Febru- 
ary 28, 1941 and stated that evidently there was some misunderstanding, for they 
were under the impression that they had obtained a registration of the name “Sun 
Valley” several years ago to be used only in conjunction with sport shirts. 

21. On April 17, 1941, after an exchange of letters between it and the defend- 
ants’ attorney, the complainant wrote that unless it heard favorably from them 
within a few days, it would turn the whole matter over to its attorney. 

22. On May 2, 1941, the defendants answered complainant’s notice and offered 
to settle the matter amicably. This offer was ignored by complainant, thereby 
leading the defendants to believe it had dropped the entire matter. 

23. In 1942 the complainant stopped its civilian production of ski outfits and 
stored its equipment and machinery in a warehouse. 

24. On March 19, 1942, Lewis Lawrence Rosenfield changed his name to Lewis 
Lawrence Rusefield. 

On July 11, 1942, Lewis L. Rusefield was inducted into the armed forces of 
the United States and was sent overseas in April of the following year. 

26. On May 23, 1944, the complainant’s attorney sent a letter to defendants 
stating that he would appreciate hearing from them as to their intention with re- 
gard to the continued use of the words “Sun Valley.” 

27. The name “Sun Valley” is geographical. 

28. The name “Sun Valley” has not, in the mind of the public, nor in the 
locality in which plaintiff’s ski outfits were sold, become synonymous with plaintiff 
or its merchandise. 

29. Eleven of defendants’ witnesses never heard of the Sun Valley Manufac- 
turing Co. and to them the name “Sun Valley’ meant shirts manufactured by 
Mylish, Mann and Drucker. One Morris Dolneck had been connected with R. H. 
White Company in Boston for eleven years and also knew that Lewis L. Rusefield 
was with his father in the uniform business. 


Conclusions of Law 


1. This court has jurisdiction of the parties and of the subject matter. 


2. The words “Sun Valley” and the representation of a sun in a valley are 


originally and primarily geographical. 


3. The words “Sun Valley” and the representation of a sun in a valley have 
not acquired a secondary meaning as applied to complainant or to its merchandise. 


4. Defendants have not committed any acts which can be construed as unfair 
competition. 


5. Defendants have not infringed upon any rights of the complainant. 


6. Defendants are entitled to a dismissal of the complainant brought against 
them by complainant with costs. 
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Discussion 


The jurisdiction of this court is based on the diversity of citizenship of the 
parties, Section 24 (1) of the Judicial Code, 28 U. S. C. A. Section 41, subdivi- 
sion 1, and therefore the substantive law of the state is to be applied in determining 
the issues of this case. Erie R. R. Co. v. Tompkins, 304 U. S. 64; Fashion Origi- 
nators’ Guild v. Fed. Trade Com. (1941), 312 U. S. 457 [30 T.-M. Rep. 421]; 
Pecheur Lozenger Co. v. National Candy Co. (1942), 315 U. S. 666 [32 T.-M. 
Rep. 194]. 

This is an action for an alleged infringement of a trade-name. The complain- 
ant complains that the defendants are using on merchandise manufactured and sold 
by them the name “Sun Valley” which is alleged to be the trade-name of the com- 
plainant ; and since the merchandise (sport shirts) which the defendants manufac- 
ture and sell are in the same class of clothing (ski suits) produced by it together 
with the simulating label containing the name “Sun Valley by Ritz,” the possibility 
of confusion in the minds of the buying public is sufficient to justify the granting 
of the injunctive relief requested. 

Neither of the parties to this action has registered the name “Sun Valley.” 
Thus the legal consequences which flow from the registering of a trade-mark under 
the Trade-Mark Act of 1905, as amended, 15 U. S. C. A. Sec. 81 et seq. do not 
concern us here. The complainant first adopted and used the name “Sun Valley” 
in connection with sports wear. There does not appear to be any serious dispute 
that the words “Sun Valley” are geographical. In Patton Paint Co. v. Sunset 
Paint Co. (App. D. C. 1923), 290 F. 323, 325, the court said: “The word ‘sun’ 
and representations of the sun, have been used since so long by business men in 
the making of trade-mark names and devices that neither one nor the other can be 
so exclusively appropriated by one manufacturer or trade man as to wholly deny 
its use in any manner by others.” This case was cited with approval in Louis 
Meyers & Sons, Inc. v. O’Callaghan & Fadden (App. D. C. 1927), 18 F. 2d 851. 
See also Sun Valley Manufacturing Co. v. Sun Valley Togs (D. C., S. D. N. Y. 
1943), 39 F. Supp. 502 [32 T.-M. Rep. 68]. There can be no question that the 
word “Valley” is geographical. 

Since the words “Sun Valley” are geographical, it follows that the accompany- 
ing design of a sun in a valley (1.¢e., between two mountain ridges) is also geograph- 
ical. For the words and the representation or design have exactly the same signifi- 
cance. Appollo Bros. v. Perkins, 3 Cir., 1913, 207 F. 530; In re Freedom Oil 
Works Co. (C. C. P. A. 1935), 77 F. 2d 631 [25 T.-M. Rep. 403] ; In re Canada 
Dry Ginger Ale, Inc. (C. C. P. A. 1936), 86 F. 2d 830 [27 T.-M. Rep. 83]. 

In general it may be stated that a geographical name may not be exclusively 
owned by a person or business association for the purpose of a trade-mark. Dela- 
ware & Hudson Canal Co. v. Clark (1871), 13 Wal. (80 U. S.) 311, 20 L. Ed. 
881; Columbia Mill Co. v. Alcorn (1893), 150 U. S. 460, 14S. Ct. 151, 37 L. Ed. 
1144; Elgin National Watch Co. v. Illinois Watch Co. (1901), 179 U. S. 666, 21 
S. Ct. 270, 45 L. Ed. 365; N. Y. & R. Cement Co. v. Copley Cement Co. (C. C. 
E. D. Pa. 1891), 45 F. 212, denying rehearing 44 F. 277; Morgan Envelope Co. 
v. Walton (C. C. A. N. J. 1898), 96 F. 605, cert. den. 171 U. S. 666; Appollo Bros. 
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v. Perkins (C. C. A. Pa. 1913), supra; Glendon Iron Co. v. Uhler & Fulmer 
(1874), 75 Pa. 467; Pocono Pines Assembly v. Miller (Pa. 1910), 229 Pa. 33, 
77 A. 1094; Quaker State Oil Refining Co. v. Steinberg (Pa. 1937), 325 Pa. 275, 
189 A. 437. 

The Restatement of Torts, Sec. 715 defines a trade-mark as “any mark, word, 
letter, number, design, picture or combination thereof in any form of arrangement 
which (a) is adopted and used by a person to denominate goods which he mar- 
kets, and (b) is affixed to the goods, and (c) is not, except as stated in Sec. 
720, ....a geographical .... name.’ Thus it can be seen that a geographical 
name, except as stated in Sec. 720 of the Restatement of Torts, cannot be a trade- 
mark. 

Section 716 of the Restatement defines a trade-name as “any designation which 
(a) is adopted and used by a person to denominate goods which he markets . 
and (b) through its association with such goods, . . . . has acquired a special sig- 
nificance as the name thereof... .” Merriam v. Saalfield, 3 Cir. 1912, 198 F. 
369. Hence it can be also seen that even though a geographical name, as such, 
cannot be a trade-mark, it may, under certain circumstances, be accorded protec- 
tion as a trade-name. Thus where the geographical name has acquired a special 
significance, it will be given the same protection as any other trade-name by virtue 
of the “secondary meaning’ doctrine. See comment d to Sec. 715 and com- 
ment a and b to Sec. 716 of the Restatement of Torts. In Scandinavia Belting Co. 
v. Asbestos & Rubber Works, 8 Cir., 257 F. 937, the court said: “That geographical 
names, primarily indicative of place, often acquired a secondary significance indica- 
tive of the name of the manufacturer or seller, and the excellence of the thing manu- 
factured or sold, and which enable the seller to assert an exclusive right, is supported 
by a long line of decisions.” See The French Republic v. Saratoga Vichy Spring 
Co., 191 U. S. 427, 435. 

However, the burden is on the complainant, not only to show that the geograph- 
ical name in question has acquired a “secondary meaning,” but also that it acquired 
the special significance prior to the time of the alleged infringing acts of the de- 
fendants. Upjohn Co. v. Wm. D. Harrell Chemical Co., 269 F. 209; Hiram Walker 
& Sons, Inc. v. Penn-Maryland Corp., 2 Cir., 79 F. 2d 836; Quaker State Oil 
Refining Co. v. Steinberg, supra. According to Black & Yates v. Mahogany Assn., 
3 Cir., 129 F. 2d 227 [32 T.-M. Rep. 402], citing Federal Trade Com. v. Algona 
Lumber Co., 291 U. S. 67, it would seem that a high degree of proof is essential 
to establish the acquisition of a “secondary meaning.” 

The complainant has failed to meet this burden. The mere fact that the com- 
plainant used the name “Sun Valley” on stationery used by it, and that it and 
its predecessor used the name in advertisements, circulars, post-cards, price lists 
as well as on display signs, although an important factor to be considered, it is not 
controlling in establishing that the name has acquired a “secondary meaning” or 
special significance. Derenberg, Trade-Mark Protection and Unfair Trading (1936 
Ed.), p. 505. The test is whether the name has become known to the trade and 
the buying public as denoting a product of certain origin. 

At the trial of this case, the complainant, in rebuttal, attempted to proffer testi- 
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mony for the purpose of showing that which was a substantive part of its case in- 
chief, namely that the name “Sun Valley” has acquired a secondary meaning. The 
defendants’ objection to this proffer was sustained. In Light v. Toledo St. L. & 
W. R. Co., (D. C., Ohio 1913), 208 F. 158, the plaintiff did not call certain wit- 
nesses whose testimony was a part of his case in-chief, because he assumed that 
they would be called by the defendants. The trial judge refused to permit the plain- 
tiff to call these witnesses in rebuttal. The court said, in denying a motion for a 
new trial, that where testimony offered in rebuttal was a substantive part of the 
plaintiff's case in-chief, the fact that it tended to contradict the defendants’ evidence 
did not make it competent in rebuttal. “The fact that, as it was offered to be 
testified to, it would tend to contradict the evidence of the defendant does not make 
it proper rebuttal under the circumstances, because the testimony which it was 
offered to contradict was itself contradictory of the testimony in-chief.” U.S. v. 
Savannah Ship Yards (C. C. A. Ga.), 139 F. 2d 953, rehearing denied 140 F. 2d 863. 

To overcome this defect in its case, the complainant contended that since the 
name “Sun Valley” was not used in its geographical sense, but in a purely arbitrary 
fashion, the name must be accorded the same protection as any other trade-mark. 
Section 720, Restatement of Torts, provides: ‘‘A geographical name cannot be a 
trade-mark for goods unless (a) the use of the name in connection with such goods 
is not likely to be understood by purchasers as representing that the goods of their 
constituent materials were produced or processed in the place designated by the 
name or that they are of the same distinctive kind or quality as the goods, produced, 
processed or used in that place ....” See consent d to this section. 

In the instant case, neither of the parties have their place of business in Sun 
Valley, Idaho, nor do they manufacture their products in that community, nor do 
the constituent materials of their products come from that place, nor is the name 
“Sun Valley” indicative of the quality of their products. Since Sun Valley, Idaho, 
is a well-known winter sporting center, it is only natural that the complainant should 
claim that it used the name in a purely arbitrary fashion, thus obviating the neces- 
sity of the application of the “secondary meaning” doctrine. A few of the text 
writers on this subject would seem to agree with this contention and in support 
thereof cite the following cases: Walter Baker Co. v. Baker (C. C. W. D. Va. 
1896), 77 F. 181 (“German” sweet chocolate) ; Colgate v. Adams (C. C. Ill. 1898), 
88 F. 899 (“Cashmere Bouquet” soap) ; Weyman v. Soderberg (C. C. Wis. 1901), 
108 F. 63 (“Copenhagen” snuff) ; Wertheimer v. Batcheller Importing Co. (C. C. 
S. D. N. Y. 1911), 185 F. 860 (“Java” face powder) ; Stein v. Liberty Garter 
Mfg. Co. (D. C. S. D. N. Y. 1912), 198 F. 959 (“Paris” garters) ; Phenix Cheese 
Co. v. Kennedy (D. C. E. D. Pa. 1915), (unreported (“Philadelphia” cream 
cheese) ; Scandinavia Belting Co. v. Asbestos & Rubber Works, 2 Cir. 1919, 257 
F. 937 (“Scandinavian” belts); Campana Corp. v. Glanzberg (D. C. E. D. Pa. 
1935), 10 F. Supp. 676 (“Italian” balm) ; Fleishman v. Schuckmann (N. Y. 1881), 
62 How. P. R. 92 (“Vienna” bread) ; Sanders v. Utt (Mo. 1884), 16 Mo. App. 
322 (“New York” Dental Parlors). 

However, a careful analysis of these cases will show that the geographical 
names in question were protected because of one or more of the following reasons: 
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(1) the name was registered, (2) the name had acquired a “secondary meaning” 
or special significance, (3) there was little or no possibility that the public could 
be mislead by the use of the name, or (4) the defendant was guilty of fraud or 
unfair competition. 

The mere fact that a geographical name is used arbitrarily is not sufficient in 
itself to give the name the status of a trade-mark; it is also required that there is 
little likelihood that the public will not be deceived into believing that the goods 
come from that place designated by the name. See Restatement of Torts, Sec. 
720 (a) supra. It cannot be said that there is little or no likelihood that pur- 
chasers will not understand that the complainant’s merchandise bearing the name 
“Sun Valley” have no connection with Sun Valley, Idaho. See The Scandanavian 
Belt case, supra. Hence the name “Sun Valley” as used by the complainant can- 
not be a trade-mark and cannot be afforded protection as such. 

Yet in spite of the fact that the name “Sun Valley” has not acquired the status 
of a trade-name or is incapable of being a trade-mark as now used by the com- 
plainant, its right to the name may be afforded a limited degree of protection as 
against the defendants if they have been guilty of fraud or unfair competition. 
Draper v. Skerrett (C. C. E. D. Pa. 1902), 116, F. 206, 209. Comment a to Sec. 
717, Restatement of Torts, states: “It is only when the plaintiff’s designation is 
neither a trade-mark nor a trade-name, and the case is considered under the rule 
stated in Sec. 712, that fraud is an essential element of liability. For example, A 
adopts for goods which he manufactures, a name which is not a trade-mark be- 
cause it is descriptive of the goods (or is geographical), or is not affixed to them. 
B sells similar goods of his own manufacture marked with the same name. The 
name has not acquired in the market a special significance as identifying the goods 
of any person. B is not subject to liability to A unless he fraudulently misrepresents 
that his goods are of A’s manufacture.” Therefore the issues in this case boil 
down to this: Did the defendants fraudulently misrepresent that their goods are 
of the complainant’s manufacture ? 

Section 712 (1) of the Restatement of Torts provides: “One fraudulently 
markets his goods as those of another under the rule stated in Sec. 711 if he makes 
a fraudulent misrepresentation that he is the other or the other’s agent or successor, 
or that the goods which he markets are produced, processed, designated or dis- 
tributed by the others, (a) for the purpose of inducing persons to purchase the 
goods which he markets, and (b) under such circumstances that reliance thereon 
by such persons to the commercial detriment of the other is likely.” 

However, the complainant has failed to show that the defendants used fraud in 
marketing their merchandise or that confusion and deception. has been created in 
the minds of the public by defendants’ use of the name “Sun Valley.” 


Further, it is not necessary to show, in a case of unfair competition, that par- 
ticular customers have been deceived in order that a plaintiff may recover. Kavf- 
man v. Kaufman, 223 Mass. 104, 107. Although it must appear that deception 
will be the natural and probable result of the defendants’ acts. Florence Mfg. 
Co. v. Dowd, 178 F. 73. Moreover, it must be borne in mind that there is nothing 
in the record to show that at the time the defendants began to use the trade-name 
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in connection with their shirts, they had any knowledge that the complainant was 
using the words ‘“‘Sun Valley” on the shirts or other articles that it manufactured, 
or that they even knew of the existence of the complainant. While many cases 
hold that, in suits for unfair competition, an actual fraudulent intent on the part 
of the defendants to pass off their goods as those of the plaintiff must be shown, 
this finding is no longer requisite where the necessary and probable tendency of the 
defendant’s conduct is to deceive the public, and pass off his goods as and for that 
of the plaintiff. Coty, Inc. v. Parfume de Grand Luxe, Inc., 298 F. 565. 

Accordingly, scrutiny of the record shows not only that no actual intent of 
fraud on the part of the defendants has been shown, but that the necessary and 
probable tendency of the defendants’ conduct is not such as to deceive the public, 
and enable it to pass off its goods as those of the plaintiff. This being so, the 
defendants are not engaged in unfair competition. 

The application for an injunction is denied. 


E. H. SCOTT RADIO LABORATORIES. INC. v. PHILHARMONIC 
RADIO CORP. 


Commissioner of Patents 
September 9, 1946 


TRADE-MARKS—OWNERSHIP OF MARK—USE By PLURALITY OF PERSONS. 

Opposer adopted mark in 1937 for radio receiving sets manufactured for civilian use 
until suspended by Government order in 1942. Applicant used same mark from 1938 until 
suspension order, but continued to affix mark to radios sold to the Government. 

Applicant applied for registration in 1944 while suspension order was still in effect 
neither party having resumed sales to civilians, the application to register is denied without 
prejudice to right to file new application, and opposition is dismissed without prejudice to 
right to oppose new application. 

Opposer owned mark at time application was filed. Applicant therefore was not entitled 
to registration. But opposer cannot be damaged by registration unless it resumes use. 

TRADE-MARKS—QUESTION OF ABANDONMENT. 

In event use of mark is resumed the question of abandonment should be left open for 
consideration in any future proceedings between the parties growing out of events occurring 
subsequent to the date of the application in question. 


Appeal from Examiner of Interferences. 

Trade-mark opposition No. 23783 by E. H. Scott Radio Laboratories, Inc., 
against Philharmonic Radio Corporation, application, Serial No. 469,273, filed 
April 12, 1944. From decision dismissing opposition and granting registration, 
opposer appeals. Affirmed as to opposition; reversed as to registration. 


J. D. Douglass, Cleveland, Ohio, for E. H. Scott Radio Laboratories, Inc. 
Pennie, Edmonds, Morton & Barrows, New York, N. Y., for Philharmonic Radio 
Corporation. 


Frazer, F. A. C.: 


E. H. Scott Radio Laboratories, Inc., appeals from the decision of the Examiner 
of Interferences dismissing its opposition to the application of Philharmonic Radio 
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Corporation for registration of the word “Philharmonic” as a trade-mark for “‘radio- 
receiving apparatus, raido-television receiving apparatus, combination radio re- 
ceiving-electric phonograph apparatus, electric phonograph recording and repro- 
ducing apparatus, and parts thereof”; and further adjudging “that the applicant is 
entitled to the registration for which it has made application.” This mark has been 
in use by applicant and its predecessors in interest since February, 1938. The 
application was filed April 12, 1944. 

The same mark was adopted by opposer in 1937 for radio receiving sets, which 
it continued to sell for approximately five years. In April, 1942, the manufacture 
of such merchandise for civilian use was suspended by Government order. Accord- 
ingly, both parties to this proceeding discontinued the sale of radio receiving sets, 
and devoted their activities to the production of military equipment. At the time 
of final hearing before the Examiner of Interferences the suspension order was still 
in force, and neither party had resumed civilian sales. 

Applicant appears to have affixed its mark to goods manufactured for the Gov- 
ernment, which were doubtless of the same descriptive properties as those listed 
in the application. But in my view of the case neither that circumstance, nor the 
fact that opposer failed to do likewise, is of any importance. Opposer was not 
furnishing the Government with “Philharmonic” radios. Also I think it is im- 
material that opposer ceased the use of its mark in advertising. It would seem 
futile to have advertised a product that opposer was not permitted to sell. 

The Examiner of Interferences dismissed the opposition on authority of Wiegel 
Candy Co. v. Brown & Haley, 137 Ms.D 350, where the Commissioner affirmed 


the dismissal of an opposition because the opposer, while prior in use of the trade- 
mark involved, had discontinued such use due to “the Government restriction on 
the use of sugar and the high price of sugar.”” The Commissioner observed that: 


It may never resume the use of the mark, and, as pointed out by the Examiner of 
Interferences, if it should undertake to resume it the question of the length of time and 
all the circumstances of the case would have to be taken into consideration in determining 
whether the period of non-use was such as to establish an abandonment of the mark. 


On its facts I think that case was correctly decided, but it is clearly distinguish- 
able from the instant case. There the opposer’s non-use of its mark was voluntary ; 
here it was not only compulsory, but continued to be so throughout the pendency 
of the proceeding before the Examiner of Interferences. 

In Kelly Liquor Co. v. National Brokerage Co., 22 C. C. P. A., 102 F. (2d) 
857 C. C. P. A. 1939, a concern known as Kelly Brothers Company had used the 
trade-mark “Camp Nelson” for whiskey prior to prohibition, but had not engaged 
in the liquor business since 1924. After repeal it made an abortive assignment 
of the mark to Kelly Liquor Company, whose application to register was placed in 
interference with the application of National Brokerage Company. The case was 
before the Court of Customs and Patent Appeals on the appeal of Kelly Liquor 
Company from a Patent Office decision awarding priority to the assignee of 
National Brokerage Company. In the course of its opinion reversing that deci- 
sion the court said [29 T.-M. Rep. 279]: 
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We have no doubt that Kelly Brothers Company did own the mark in December, 1933, 
and that, had it engaged in the liquor business within a reasonable time thereafter, such 
ownership would have entitled it to register the mark. This being true, it is clear that 
when appellee’s assignor began to use the mark in 1932, and when it filed its application 
for registration, it did not own the mark “Camp Nelson,” and at that time was not entitled 
to register the same. 

It seems clear that, in order to entitle a party to registration of a trade-mark, it 
must have been the owner thereof at the time that its application was filed. Section 2 of 
said Trade-Mark Act provides that the application for registration, “in order to create 
any right whatever in favor of the party filing it,’ must be accompanied by a verified 
declaration to the effect that the applicant believes himself to be the owner of the trade- 
mark sought to be registered. Section 13 of said Act provides that, upon a proper petition, 
“if it appear after a hearing before the Examiner that the registrant was not entitled to 
the use of the mark at the date of his application for registration thereof” (italics ours), 
the Commissioner shall cancel the registration. It is clear therefore that if the involved 
application of appellee is allowed and the mark registered, as held by the Commissioner, 
it would be subject to cancellation upon the petition of any party injured by such regis- 
tration, because appellee’s assignor was not the owner of the mark when its application 
was filed, said mark being owned at that time by Kelly Brothers Company. In view of 
the provisions of Section 13, it is clear that Congress, in the enactment of said Trade-Mark 
Act, did not intend that registration of a trade-mark should be granted under said Act if it 
appeared that, at the date of the application for registration, said mark did not belong to 
the applicant. To ascribe such an intention to Congress would be anomalous in view of 
the provisions of Section 13 of the Act. 

What the situation might be upon the filing of a new application by appellee, growing 


out of events occurring subsequent to the date of its application here involved, we need not 
here inquire. 


So here, since opposer owned the trade-mark “Philharmonic” at the time the 
application was filed, applicant was not then entitled to the proposed registration, 
and the application must therefore be rejected. But I agree with the Examiner 
of Interferences that “on the basis of the evidence now before the examiner” he 
could not have held that opposer would be damaged by such registration. Unless 
opposer resumes use of the mark, obviously it will not be damaged. And in the 
event use is resumed, the question of abandonment should be left open for considera- 
tion in any possible future proceeding between the parties, “growing out of events 
occurring subsequent to the date of the application here involved.” 

For the reasons stated, in so far as it adjudges applicant entitled to the registra- 
tion applied for the decision of the Examiner of Interferences is reversed, without 
prejudice to applicant’s right to file a new application if it so desires; and in so far 
as it dismisses the opposition the decision is affirmed, without prejudice to opposer’s 
right to oppose such new application if filed. 
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CHAMPION SPARK PLUG COMPANY v. SANDERS, Et AL., DOING BUSINESS 


as THE PERFECT RECONDITION SPARK PLUG COMPANY 
Circuit Court of Appeals, Second Circuit 
July 10, 1946 


TRADE-MARKS—APPEALS TO CrrcuIT CourTs OF APPEALS 


Plaintiff's witness testified to variations in the “critical measurements” of the plugs 
between those reconditioned by the defendants and those originally manufactured. To the 
layman, the physical changes seemed minute. Nevertheless the trial judge found them so 
important that he held the retention of the word “‘Champion” on the reconditioned plugs 
as misleading and held the defendants had infringed the plaintiff's trade-mark. 

But testimony of defendant’s expert witness, only witness who made practical tests and 
measurements, that slight differences did not substantially affect functioning of plug, in ab- 
scence of proof that reconditioned plugs have not worked satisfactorily, convinced appellate 
court that finding was without substantial basis. 


TRADE- MARKS—UNFAIR COMPETITION 


In view of the findings as to misleading cartons and containers and as to style numbers of 
reconditioned plugs which, because net differentiated from those on the plaintiff's new plugs, 
might mislead, the defendants not only infringed the trade-mark “Champion” in selling their 
plugs without sufficient notice that they were reconditioned and not new, but also were guilty 
of unfair competition. 

While no proof was offered that the defendants’ plugs were actually “paimed off” as new 
and original Champion plugs or that any purchaser was induced to buy those plugs relying on 
a representation that they were as serviceable as new ones, yet the kind of merchandising 
employed might enable dealers to “palm off” defendants’ plugs as new ones and thus to mis- 
lead the public. 

The defendants have a right to sell them as such provided they make known to the 
public that they are second-hand and reconditioned and that the defendants—and not the 
plaintiff—have repaired the original plugs. They are also entitled to sell them with the 
trade-mark “Champion” and the style marks indicating the engines to which they are fitted. 
The mark “Champion” shows their origin. 


UnrFair ComMPeTITION—ACCOUNTING 


There is no proof that the defendants actually deceived the public by “palming off” their 
goods as the plaintiff’s. It is impossible to suppose that the spark plugs were not known to 
be reconditioned when they were sold at much lower than the price obtained for new ones. 
The thing that might be doubtful without further clarification upon the cartons and differentia- 
tion in the appearance of the plugs was whether they had been reconditioned by plaintiff 
rather than by the defendants. But there evidently was an attempt to comply with the order 
of the Federal Trade Commission. Although we think there was not satisfactory compliance 
and that the decree we are requiring is necessary adequately to safeguard the public, never- 
theless there was no likelihood of damage to the plaintiff or profit to the defendants due to 
any misrepresentation. Under the circumstances the accounting was properly denied. 


Appeal from District Court for Eastern District of New York, Byers, D. J.: 


66 U.S. P.O. 106, 67 U. S. P. Q. 296. 


Action by Champion Spark Plug Company against Peter Sanders, Samuel 
Sanders, and Harry Sanders, doing business as The Perfect Recondition Spark 
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Plug Company, for trade-mark infringement and unfair competition. From decree 
for plaintiff, both parties appeal. Modified. See also 62 U. S. P. Q. 130, 62 
U.S. P. Q. 474. 


Ward, Crosby & Neal, New York, N. Y., and Owen & Owen, Toledo, Ohio (HW il- 
bur Owen and Carl F. Shaffer, both of Toledo, Ohio, and Joshua IWard, New 
York, N. Y., of counsel), for plaintiff. 

John Wilson Hood, New York, N. Y., for defendants. 


Before Aucustus N. Hanp, CuAseE and Cxark, Circuit Judges. 
Avucustus N. Hanp, C. J.: 


The Champion Spark Plug Company, a well known manufacturer of spark 
plugs for automobiles, brought this suit against the defendants charging infringement 
of its trade-mark “Champion,” and also unfair competition. The charge is based 
upon the resale by the defendants of used spark plugs of plaintiff’s original manu- 
facture while still bearing the trade-mark “Champion” and also bearing plaintiff's 
type or style numbers indicating that the particular spark plug on which it was 
placed was specially adapted for automobiles of a certain make or for a use where 
it might have a heat range and other characteristics suited to the seasonal or other 
conditions under which the car was to be operated. The used spark plugs were 
obtained by the defendants from dealers in second-hand materials and after being 
sorted to eliminate plugs too badly worn or damaged for any further use were 


reconditioned. This reconditioning consisted of cleaning the plugs so as to remove 
burned and pitted portions of the center electrodes, readjusting the side electrodes 
and where they were worn away welding them to new metal in order to provide 
proper gap spacing. It also involved cleaning and painting them so that they 
would look more attractive for selling. 


The plaintiff's witness Sibley testified to variations in the “critical measurements” 
of the plugs between those reconditioned by the defendants and those originally manu- 
factured. He testified that the end of the porcelain insulators—known as the “‘petti- 
coat’—had generally been worn away by sand blasting when the plug was recondi- 
tioned so that the insulation did not extend as far over the center electrode as it 
originally did and the plug was thereby a cooler plug because more of it was exposed 
to the air than when the insulator was extended by the petticoat. He also said that 
where the ground electrode had been welded the faces of the two electrodes were 
not parallel and that each of these changes adversely affected the heat range of the 
reconditioned plugs. To the layman, the physical changes seem minute. Never- 
theless the trial judge found them so important that he held the retention of the 
word “Champion” on the reconditioned plugs as misleading and held the defend- 
ants had thereby infringed the plaintiff's trade-mark. But no experimental proof 
was offered by Sibley, nor by anyone else, that any changes in heat range resulting 
from the shortening of the inner electrode or abrasions of the insulation, or from the 
welding of the ground electrode, were sufficient to impair the commercial use of 
defendants’ plugs or even to render them of different type numbers from those 
originally manufactured by the plaintiff. It is of course manifest that “Champion” 
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plugs with shortened center electrodes, porcelain petticoats worn down, and ground 
electrodes somewhat altered by use are in operation on many cars and that the 
only difference between them and the plugs reconditioned by defendants lies in the 
fact that the former have not been cleaned and slightly repaired or readjusted. 

The defendant’s witness Kasarjian, chief engineer of the Aero Spark Plug Com- 
pany, and former ignition expert of the United States Navy, testified that he had 
examined and tested defendants’ reconditioned plugs and that the slight differences 
between them and the plugs as originally manufactured did not substantially affect 
the heat range or spark position of any plug and its functioning. Kasarjian was the 
only witness who made practical tests and measurements. His testimony, in the 
absence of any proof that defendants’ plugs have not worked satisfactorily, con- 
vinces us that the finding of the trial judge, that the reconditioned plugs were so 
altered that they could not properly be sold with the trade-mark “Champion” on 
them, was without substantial basis. Although the defendants’ plugs which were 
before the court did not exactly correspond with the drawings and specifications of 
their original manufacture, that is true of all plugs after a relatively small amount 
of driving. The defendants’ plugs answer the purpose for which they are purchased ; 
otherwise they would not be in demand and this suit to prevent their use with the 
trade-mark indicating their first origin would hardly have been brought. Worn 
Champion plugs only differ slightly from their original condition and are being 
driven constantly in cases where no second-hand dealer has intervened to recondi- 
tion them. Even if the reconditioned plugs were somewhat impaired, as the court 
below found, without, however, any experimental test to show it, nevertheless they 
were fitted to perform a useful service and no one wishing to buy them would 
have any ground for complaint if he knew that he was purchasing ‘‘used” Champion 
spark plugs, originally of certain style numbers. 

The court below found that the defendants had infringed the trade-mark 
“Champion” by selling reconditioned plugs having different functional features from 
those of the plaintiff. It for that reason enjoined the defendants from selling or offer- 
ing for sale, or delivering to others for sale, any spark plugs of the plaintiff’s original 
manufacture which had been repaired, reconditioned, or otherwise treated to im- 
prove their appearance unless and until (1) all trade-marks, trade-names, type 
marks, and style marks should be completely removed therefrom; (2) the metal 
shell should be completely covered with durable grey, brown, orange, or green plaint 
or lacquer such as Duco; (3) the word “repaired’’—in capital letters—should be 
stamped into one face of the hex portion of the metal of a size as large as the face 
should permit and of a depth sufficient so that the indentations should retain enough 
white paint—when the white paint should have been wiped from the surface—dis- 
tinctly to display each letter of the word “repaired” in white. 

It was also found that the defendants had packed a large part of their recon- 
ditioned plugs in individual containers and cartons similar to plaintiff's on which 
the same words plaintiff uses—‘‘guaranteed dependable’”—were printed. In view 
of this the trial court decreed that the defendants affix to their cartons and con- 
tainers the legend: 


Used spark plug(s) originally made by Champion Spark Plug Company, repaired and 
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made fit for use up to 10,000 miles by Perfect Process Spark Plug Co., 1133 Bedford Ave., 
Brooklyn, N. Y. 


The decree also provided that the name and address of the defendants was to be 
larger and more prominent than the legend itself, but that the name of the plaintiff 
might be slightly larger than the rest of the body of the legend. 

In view of the findings as to misleading cartons and containers and as to style 
numbers of reconditioned plugs which because not differentiated from those on the 
plaintiff’s new plugs might mislead, the defendants not only infringed the trade-mark 
“Champion” in selling their plugs without sufficient notice that they were recondi- 
tioned and not new, but also were guilty of unfai rcompetition. 

While no proof was offered that the defendants’ plugs were actually “palmed 
off” as new and original Champion plugs or that any purchaser was induced to buy 
those plugs relying on a representation that they were as serviceable as new ones, 
yet the kind of merchandising employed might enable dealers to “palm off” defend- 
ants’ plugs as new ones and thus to mislead the public. The decisions in Federal 
Trade Commission v. Winsted Co., 258 U. S. 483, 494; Warner Co. v. Lilly Co., 
265 U. S. 526, 530, and G. H. Mumm Chamtagne Co. v. Eastern Wine Corp., 
142 F. 2d 499 [34 T.-M. Rep. 196, 362] (C. C. A. 2) require a finding of unfair 
competition under such circumstances, irrespective of any proof of “palming off” 
by the defendants. 

The defendants appeal from the decree on the ground that they have been guilty 
of no unlawful conduct and that the complaint against them should have been dis- 
missed. The plaintiff appeals from such part of the decree as failed to find that 
the defendants had committed acts of unfair competition and denied an accounting. 

The changes in the original spark plugs made by reconditioning them are slight to 
the eye and the evidence demonstrates that the defendants’ articles work well, per- 
form a useful service and that any changes in the heat range caused by wear or re- 
conditioning are theoretical and in practice unimportant. Aside from the slight 
changes in the insulation and the electrodes the defendants’ plugs are completely of 
the plaintiff’s well known manufacture. The defendants have a right to sell them as 
such provided they make known to the public that they are second-hand and recon- 
ditioned and that the defendants— and not the plaintiff—have repaired the original 
plugs. They are also entitled to sell them with the trade-mark “Champion” and 
the style marks indicating the engines to which they are fitted. The mark “Cham- 
pion” shows their origin. The type numbers cover thread size and the size of the 
cylinder hole into which the plug is fitted. These sizes have not been affected by 
reconditioning. While the type numbers also cover the heat range, that varies with 
wear and there is no proof that because of this the defendants’ reconditioned plugs 
required another type classification for practical purposes. Any one buying a used 
plug would or should understand that it would not precisely correspond with the 
heat range of the original. Moreover, in any case, as Sibley’s testimony indicates, 
the selection of precisely the right plug for a particular engine can only be accurately 
determined by the performance of the plug in use. Record, folios 698-99. 

It is well settled by the authorities that the defendants have a right to sell an 
article manufactured by the plaintiff and to say that it has been so manufactured by 
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retaining the latter's trade-mark and style numbers to indicate the origin of the 
goods. If the article the defendants have sold was second-hand and they repaired it 
they could still retain the marks on the goods if they gave the public clearly to un- 
derstand that the goods were not simply those of the original manufacturer but had 
been repaired by themselves. They have only to tell the truth, and the whole truth, 
and to tell it plainly. It is, therefore, unimportant whether their reconditioned 
spark plugs were as good as the original ones, although they seem to have been ade- 
quate for the purposes for which they were to be used, but only whether the pur- 
chaser was apprized of the real facts. 


In the case at bar the defendants were selling goods of a manufacturer of repu- 
tation. The repairs were minor ones. They had a right to gain any advantages de- 
rived from the good name of the manufacturer so long as they made it clear that 
the latter was not responsible for any lack of conformity to original standards due to 
wear and tear or to defendants’ repairs. As Mr. Justice Holmes said in Prestonettes, 
Inc. v. Coty, 264 U. S. 359, 368, 369, when Prestonettes, Inc. had purchased Coty 


powder, added a binder, and sold the compact as Coty’s powder ‘‘ Packed and Fabri- 
cated by Prestonettes, Inc.” : 


The defendant of course by virtue of its ownership had a right to compound or change 
what it bought, to divide either the original or the modified product, and to sell it so 
divided. The plaintiff could not prevent or complain of its stating the nature of the com- 
ponent parts and the source from which they were derived if it did not use the trade- 
mark in doing so. For instance, the defendant could state that a certain percentage of its 
compound was made at a certain place in Paris, however well known as the plaintiff's 
factory that place might be. If the compound was worse than the constituent, it might be 
a misfortune to the plaintiff, but the plaintiff would have no cause of action, as the defendant 
was exercising the rights of ownership and only telling the truth. The existence of a trade- 
mark would have no bearing on the question. Then what new rights does the trade- 
mark confer? It does not confer a right to prohibit the use of the word or words. It 
is not a copyright. The argument drawn from the language of the Trade-Mark Act 
does not seem to us to need discussion. A trade-mark only gives the right to prohibit 
the use of it so far as to protect the owner’s good-will against the sale of another’s product 
as his.... When the mark is used in a way that does not deceive the public we see no 
such sanctity in the word as to prevent its being used to tell the truth. It is not taboo. 
Canal Co. v. Clark, 13 Wall. 311, 327... . If a man bought a barrel of a certain flour, 
or a demijohn of Old Crow whiskey, he certainly could sell the flour in smaller packages 
or in former days could have sold the whiskey in bottles, and tell what it was, if he stated 
that he did the dividing up or the bottling. And this would not be because of a license im- 
plied from the special facts but on the general ground that we have stated. It seems to us 
that no new right can be evoked from the fact that the perfume or powder is delicate and 
likely to be spoiled, or from the omnipresent possibility of fraud. If the defendant’s re- 
bottling the plaintiff's perfume deteriorates it and the public is adequately informed who 
does the rebottling, the public, with or without the plaintiff’s assistance, is likely to find 
it out. And so of the powder in its new form. 


It appears from the foregoing that the decree should be modified. Article 2 
thereof holding that the defendants have infringed the plaintiff’s registered trade- 
marks should be supplemented by a further clause that the defendants have been guilty 
of unfair competition in respect to their sales by reason of a failure to more plainly 
set forth on the cartons and containers in which their goods have been sold to the 
public and on the plugs themselves the fact that the repairs and reconditioning were 
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wholly their own. Article 3 of the decree should also be modified by eliminating 
from (a) thereof sub-division (1) and by adding to sub-division (3) after the word 
“repaired” the words “or used,” and by the elimination of sub-division 5 of (b). With 
the foregoing modifications the decree should be affirmed. 

We think that the contention of the plaintiff that there should be an accounting 
of profits was properly denied. The District Court declined this relief on the ground 
that the defendants had attempted compliance with an order of the Federal Trade 
‘Commission. That order required the defendants to cease and desist from: 

Offering for sale, selling or delivering to others for sale to the public, any spark plug 
which has been used and thereafter reconditioned in any manner unless the word “used” 
or “second-hand” or “reconditioned,” or some other word or words of similar import and 
and meaning, have been permanently stamped or fixed on each of such spark plugs in a 
color in contrast to the surface to which the word is applied and of a size and in such loca- 
tion as to be clearly legible to the purchasers thereof after the same shall have been in- 
stalled, and unless there has been plainly printed or marked on the boxes, cartons or other 
containers in which such spark plugs are sold or offered for sale a notice that said spark 
plugs are used, second-hand or reconditioned. 


There is no proof that the defendants actually deceived the public by “palming 
off” their goods as the plaintiff’s. It is impossible to suppose that the spark plugs 
were not known to be reconditioned when they were sold at much lower than the 
price obtained for new ones. The thing that might be doubtful without further clari- 
fication upon the cartons and differentiation in the appearance of the plugs was 
whether they had been reconditioned by plaintiff rather than by the defendants. But 
there evidently was an attempt to comply with the order of the Federal Trade 
Commission. Although we think there was not satisfactory compliance and that the 
decree we are requiring is necessary adequately to safeguard the public, nevertheless 
there was no likelihood of damage to the plaintiff or profit to the defendants due to 


any misrepresentation. Under the circumstances the accounting was properly de- 
nied. Saxlehner vy. Nielsen, 179 U.S. 42; Durable Toy & Novelty Corporation v. 
J. Chein & Co., Inc., 133 Fed. 2d 853 [33 T.-M. Rep. 186] (C. C. A. 2). 

Decree modified in accordance with the foregoing opinion without costs to either 
party. 


CALIFORNIA FRUIT GROWERS EXCHANGE, Et aL. v. SUNKIST 
BAKING CO. 


District Court, S. D. Illinois, N. Div. 


December 14, 1946 


TRADE-MARKS—CLASS OF Goops 
The use of the word “Sunkist” by the defendants is likely to cause confusion or mistake 
in the minds of the public and to deceive purchasers. Bread belongs to the same general 
class of merchandise as the fruit and canned fruits and vegetables marketed by plaintiffs. 
Defendants’ bread bearing the word “Sunkist” as used by the defendants would naturally 
or reasonably be supposed to come from plaintiffs. 
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UNFAIR COMPETITION 

The trade-mark “Sunkist” and “Sun-Kist’” are purely fanciful in character, and to the 
public in general have acquired a secondary significance of being related to and associated 
with plaintiffs’ products only. 

The goods sold by plaintiffs under the trade-marks “Sunkist” and “Sun-Kist” and the 
bread and buns marketed by defendants bearing the name “Sun-Kist” and the name “Sunkist 
Baking Company” are goods of substantially the same descriptive properties. 

By using the plaintiffs’ trade-mark “Sunkist” in defendants’ trade-name, the defendants 
have competed unfairly with plaintiffs and have been guilty of unfair trade practice. 

TRADE-MARKS—CONFUSINGLY SIMILAR 

Defendants have infringed upon the registered trade-marks “Sunkist” and “Sun-Kist” 
owned by plaintiffs by use of the name “Sunkist” and the trade-name “Sunkist Baking Com- 
pany.” 

Defendants have competed unfairly with plaintiffs, and defendants have been guilty of un- 
fair trade practices in employing the word “Sunkist” in defendants’ trade-name, and in 
afixing the word “Sunkist” to the labels and wrappers on bread and buns sold by defend- 
ants. 


TRADE- MARKS—CANCELLATION 
Plaintiffs are entitled to the relief prayed for in their complaint, including a mandatory 
injunction requiring the cancellation of the registrations of the “Sunkist” trade-mark by 
defendants. 

Action by California Fruit Growers Exchange and California Packing Corpora- 
tion against Sunkist Baking Co., a co-partnership consisting of Harry S. Coin, Nick 
S. Coin, Joseph A. Gallagher, and Francis J. Coyle, for trade-mark infringement 
and unfair competition. Judgment for plaintiffs. 


Leonard S. Lyon and Irwin L. Fuller, both of Los Angeles, Calif., and Eugene 
R. Johnson, Peoria, Ill. (George E. Farrand, Los Angeles, Calif., and Marshall 
P. Madison, San Francisco, Calif., of counsel) for plaintiffs. 

Francis J. Coyle (William Richard Stengel and Francis C. King of counsel) all of 
Rock Island, Ill., for defendants. 


Apair, D. J.: 
Findings of Fact 

1. Plaintiff, California Fruit Growers Exchange, is a non-profit, cooperative 
marketing association incorporated under the laws of the State of California, with 
its principal place of business at Los Angeles, Calif., and is engaged primarily in 
marketing, distributing, and selling citrus frutis, including oranges, lemons and grape- 
fruit, throughout the United States and in foreign countries. 

2. Plaintiff, California Packing Corporation, is a New York corporation, with 
its principal place of business at San Francisco, Calif., and is engaged in the selection, 
preparing, packing and marketing of canned and dried fruits and vegetables including 
raisins, throughout the United States and in foreign countries. 

3. Plaintiff, California Fruit Growers Exchange, has employed the trade-mark 
“Sunkist” continuously since 1907, and has sold approximately Two Billion Three 
Hundred Forty-two Million Five Hundred Sixty-two Thousand Nine Hundred 
Twenty-eight and Seventy-seven Hundredths Dollars (2,342,562,928.77) worth of 
goods bearing such trade-mark, and has expended approximately Forty Million One 
Hundred Twenty-seven Thousand Three Hundred Seven and Ninety-seven One 
Hundredths Dollars ($40,127,307.97) in advertising the same. 
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4. Certificates of registration for the trade-mark “Sunkist” have been issued by 
the United States Patent Office to plaintiff, California Fruit Growers Exchange, for 
oranges, lemons, citrus fruits, oils and acids, pectin, citrus-flavored, non-alcoholic 
maltless beverages as soft drinks, and concentrates for making the latter, all as set 
out in the complaint in this action. 

5. Plaintiff, California Packing Corporation, has employed the trade-mark “Sun- 
Kist’”’ since 1907, and has sold approximately Fifty Million Dollars ($50,000,000) 
worth of goods bearing said trade-mark, and has expended in excess of Three Hun- 
dred Fifty Thousand Dollars ($350,000) in advertising the same. 

6. Certificates of registration for the trade-mark “Sun-Kist” have been issued by 
the United States Patent Office to plaintiff, California Packing Corporation, for 
canned and dried fruits and vegetables, milk, butter, walnuts, catsup, pickles, olive 
oil, jams, jellies, olives, coffee, tea, beans, pineapple juice, grape juice, tomato juice, 
raisins, grapes, and various other products, all as set out in the complaint in this 
action. 

7. The joint and concurrent use of the trade-mark “Sunkist” and “Sun-Kist,” 
by both plaintiffs has eventuated under and by virtue of an agreement between them, 
whereby each has granted the other the right to employ the mark on the goods afore- 
said. 


8. The defendant, Sunkist Baking Company, is a co-partnership, organized 
October 18, 1943, the co-partners being Harry S. Coin, Nick S. Coin, Joseph A. 
Gallagher, and Francis J. Coyle. These four persons continued as co-partners until 
April 1, 1944, at which time the said Gallagher and said Coyle ceased to be co-part- 


ners. This co-partnership was formed for the purpose of acquiring and did acquire 
the baking business formerly carried on by Harry S. Coin and Nick S. Coin under 
the partnership name ‘‘Banquet Baking Co.” The co-partners are citizens, resi- 
dents, and inhabitants of the State of Illinois, and are engaged in the business of 
baking and selling bread and buns, including white bread, whole-wheat bread, 
‘“‘Weet-Hart” bread, and raisin bread, under the firm name and style of “Sunkist 
Baking Co.,” in and about Rock Island and Moline, Ill., and Davenport, Ia., and 
elsewhere in interstate commerce. 

Each loaf of bread sold by the defendant is enclosed in a wrapper bearing the 
name “Sunkist Baking Co.,” and also the words “Sunkist Bread.” 

The name “Sunkist Bread” appears upon a sign on the exterior of the place of 
business of the defendants, and upon the side panels of the trucks operated by them, 
and upon outdoor advertising signs, without any designation of the copartnership 
name. 

9. In 1943 defendants improperly and unlawfully obtained registrations from 
the State of Illinois of the trade-mark “Sunkist Bread,” Certificate No. 20,965, and 
from the State of Iowa for the trade-mark “Sunkist,” Certificate No. 5,952. 

10. Plaintiffs’ and defendants’ goods are sold in the same channels and may be 
consumed together. 

11. Defendants have endeavored to appropriate and capitalize upon the trade- 
mark “Sunkist” of plaintiffs. 

12. The use of the word “Sunkist” by the defendants is likely to cause con- 
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fusion or mistake in the minds of the public and to deceive purchasers. Bread 
belongs to the same general class of merchandise as the fruit and canned fruits 
and vegetables marketed by plaintiffs. Defendants’ bread bearing the word “Sun- 
kist” as used by the defendants would naturally or reasonably be supposed to come 
from plaintiffs. 

13. The trade-mark “Sunkist” and ‘“Sun-Kist” are purely fanciful in character, 
and to the public in general have acquired a secondary significance of being related 
to and associated with plaintiffs’ products only. 

14. The goods sold by plaintiffs under the trade-marks “Sunkist” and ‘“Sun- 
Kist,” and the bread and buns marketed by defendants bearing the name ‘‘Sunkist”’ 
and the name “Sunkist Baking Company” are goods of substantially the same de- 
scriptive properties. 

15. By using the plaintiffs’ trade-mark “Sunkist” in defendants’ trade-name, 
the defendants have competed unfairly with plaintiffs and have been guilty of un- 
fair trade practice. 

Conclusions of Law 


1. The trade-marks “Sunkist” and “Sun-Kist” are good and valid trade-marks 
and the certi‘icates of registration thereof, issued by the United States Patent Office, 
are the property of the plaintiffs. 

2. Defendants have infringed upon the registered trade-marks “Sunkist” and 
‘““Sun-Kist” owned by plaintiffs by use of the name “Sunkist” and the trade-name 
“Sunkist Baking Company.” 

3. Defendants have competed unfairly with plaintiffs, and defendants have been 
guilty of unfair trade practices in employing the word “Sunkist” in defendants’ 
trade-name, and in affixing the word “Sunkist” to the labels and wrappers on 
bread and buns sold by defendants. 

4. The court has jurisdiction of the action for unfair competition by reason of 
the diversity of citizenship of the parties and amount involved, being more than 
Three Thousand Dollars ($3,000), exclusive of interest and costs. 

5. Defendants have not distinguished this action from the ruling of the Circuit 
Court of Appeals for this Circuit in California Fruit Growers Exchange and Cali- 
fornia Packing Corporation v. Windsor Beverages, Ltd., et al., reported in 118 
F. 2d 149 [31 T.-M. Rep. 131]. 

6. Defendants Joseph A. Gallagher and Francis J. Coyle have been dismissed 
and are no longer parties to this action. 

7. Plaintiffs are entitled to the relief prayed for in their complaint, including 
a mandatory injunction requiring the cancellation of the registrations of the “Sun- 
kist”’ trade-mark by defendants. 
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OVERHAMM, tTrapinc as PARFUMS HARTNELL DISTRIBUTORS l. 
WESTALL, poInc Business AS EVELYN WESTALL COMPANY, Et At. 


New York Appellate Division, First Department 
December 13, 1946 


TRADE-MARKS—TITLE 

N granted to W right to use “Hartnell” in connection with sale of perfumes in America; 
contract required W to appoint distributor and granted to distributor right to cure default 
of W under contract; W contracted with O, making O exclusive distributor; O agreed to 
purchase perfumes from W, who agreed not to sell to any other; O built up large business 
under “Hartnell” in association with three marks registered by: W ; later W refused to pay N 
claimed royalties, and, without notifying O, cancelled contract with N; N accepted can- 
cellation; N refused O’s offer to pay royalty, on ground that contract was cancelled; O then 
hastily and without notifying W (since N was about to leave for Europe) made contract 
directly with N by which right to distribute “Hartnell” perfumes in America was given to O; 
W refused to continue to sell perfume to O, whereupon O found new supplier of perfume, 
which he markets under “Hartnell” with new scent names; W found new distributor and mar- 
kets perfume under three registered marks; W breached contract with O and is enjoined 
from selling perfumes under registered marks except through O, since value of marks lay en- 
tirely in public acceptance derived from O’s efforts and expenditures; W’s present marketing 
under marks is confusing, a substantial interference with O's business, and unfair appropria- 
tion of name value attributable to O’s efforts. 

The business in perfumes under the names “White Shoulders,” “Menace” and “Gay Diver- 
sion” was built up by the plaintiff. Although defendants owned the trade-marks, the public 
association of the scent names was with the name “Hartnell,” and they became trade-marks 
“connected” with Hartnell products, as to which plaintiff had exclusive distributor's rights 
under his contract with defendant Westall, and the value of the names lay entirely in a pub- 
lic acceptance derived from plaintiff’s efforts and expenditures. Defendants’ present market- 
ing of perfumes under these names is bound to be confusing, a substantial interference with 
plaintiff’s business and an unfair appropriation of name value attributable to plaintiff’s efforts 
It is not unfair to defendants to disallow their use of trade-marks the value of which stems 
from plaintiff’s efforts and an association with the name “Hartnell” as to which defendants 
surrendered all rights. It is unfair for plaintiff, who has the sole right under all the contracts 
involved, to distribute perfumes marketed under the designation “Hartnell” and bearing 
trade-marks connected with such products, to be subjected to the competition of defendants’ 
use of scent names whose public acceptance lies entirely in their connection with the name 
“Hartnell” and plaintiff's exploitation of both the “Hartnell” and scent names. 


Appeal from New York Supreme Court, Special Term, New York County, 
Cohalan, J.; 68 U.S. P. Q. 413. 

Action by Wolf J. Overhamm, trading as Parfums Hartnell Distributors, against 
Evelyn Westall, doing business as Evelyn Westall Company, and Walter Langer, 
doing business as Dr. Langer Co., to enjoin use of trade-marks, in which defendant 


Westall filed counterclaim. From judgment for defendants, all parties appeal 
Modified. 


Myron J. Greene, Bernard Hershkopf, and Millard & Greene, all of New York, 
N. Y., for plaintiff. 

Bruce Bromley, George S. Collins, and Cravath, Swaine & Moore, all of New York, 
N. Y., and Ralph L. McAfee, for defendants. 
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Before Martin, Presiding Justice, and Dore, Coun, CALLAHAN and Peck, 
Justices. 


PSck,. 5. : 


Plaintiff is a wholesale distributor of perfumes, defendant Westall is a pack- 
ager of perfumes and defendant Langer is a manufacturing chemist. Defendants 
are also husband and wife. 

On February 15, 1943, defendant Westall made a contract with Nanty, Inc. 
(represented by a Mr. Rendigs, its president and owner), whereby she acquired 
from Nanty the right to use the name “Hartnell,” the dressmarker to the Queen 
of England, in connection with the sale of perfume in America for eight years. The 
agreement provided for payments to Nanty on a royalty basis. The contract also 
required defendant Westall to appoint a distributor for products bearing the trade- 
name “Hartnell” and an addendum to the contract granted to the distributor the 
right to cure any default of Westall under the contract. On the same day, defendant 
Westall and plaintiff entered into a contract by which plaintiff became the exclusive 
distributor for the same territory and time of all perfumes manufactured under the 
designation ‘Hartnell’? and bearing trade-marks connected with such products, 
agreeing to purchase his requirements from defendant Westd#ll at a cost related to 
the retail price. This agreement contained a covenant on the part of defendant 
Westall that she would not attempt to sell to any other person any of these products. 
Plaintiff agreed to use his best efforts to promote the sale of said products at his 
own expense, committing himself to certain minimum sales. The contract was 
negotiated between plaintiff and defendant Langer, who was to manufacture the 
perfumes to be sold by Westall under the contract and, while Langer was not a party 
to the contract, it provided that he would make the deliveries required if Westall 
failed to do so. 

The perfumes handled under the contract were made in accordance with formulae 
developed and owned by defendant Langer. The perfumes were sold under three 
trade-marks registered by defendant Westall—‘White Shoulders,” ‘ Menace” and 
“Gay Diversion.” Through plaintiff's efforts a large business was built in these 
perfumes, and for a long period of more than two years, up to June, 1945, all went 
well between the three parties and they all shared in the prosperity of the busi- 
ness. 

Some time in 1944, however, defendants had demanded additional compensation 
for supplying perfume to plaintiff and the parties agreed that plaintiff would pay to 
defendant Westall, in addition to the scheduled payments, a sum amounting to 6 
per cent of sales. Defendants claim that this additional payment was for extra- 
ordinary services rendered by defendant Langer in meeting plaintiff's greatly in- 
creased requirements. Plaintiff claims that the arrangement was merely a guise 
for an unlawful price increase. But the payments were made and as a result, on 
June 15, 1945, Nanty made demand upon Westall for royalties on these additional 
payments. Westall rejected the demand in a letter dated June 20, 1945, and added: 
“In view of your attitude and your interpretation, we also wish to consider the 
present contract as void and ended.” Defendants had advised plaintiff of the dispute 
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with Nanty and of their intention to reject Nanty’s demand, but had not intimated 
any intention of canceling the contract. The first notice plaintiff received of that 
possibility was the advice of a fait accompli on June 21, 1945, when defendant 
Westall sent plaintiff a copy of her letter to Nanty and stated: “This is to inform 
you that at the present moment there is no contract with Hartnell. In view of Mr. 
Rendigs’ attitude, we will have to suspend further shipments until the situation is 
clarified.” On the same day Nanty wrote to defendant Westall acceding to a 
termination of the contract. 

This left plaintiff in a most precarious position. He could not fill orders on hand 
for perfume and his entire business was in jeopardy. Confronted with the emergency, 
plaintiff went directly to Rendigs, who was leaving for England the following day, 
and offered to make the royalty payment which Nanty had required. The offer was 
refused on the ground that the contract had terminated. Plaintiff succeeded on the 
spur of the moment, however, in making a contract directly with Nanty, by which the 
right to distribute Hartnell perfumes in America was given to plaintiff. 

Plaintiff thereupon advised defendants that he had succeeded in making an agree- 
ment with Nanty and tried to make an arrangement with defendants for the con- 
tinuation of his perfume supply. Plaintiff did not show defendants a copy of his 
contract with Nanty or tell them the terms thereof, a point to which defendants attach 
importance, and the defendants refused to make further shipments or any arrange- 
ment with plaintiff. 

Plaintiff then found a new supplier of perfume which he proceeded to market 
under the name “Hartnell” with new scent names. Defendants in turn found a new 
distributor for their perfumes which they continued to market under the names 
“White Shoulders,” “Menace” and “Gay Diversion.” 

Plaintiff claims that the marketing by defendants of perfumes under these trade- 
marks is a breach of the negative covenant in the agreement between Westall and 
plaintiff and will cause confusion in the trade and irreparable damage to plaintiff. 
The complaint in two causes of action seeks an injunction against defendants’ mar- 
keting perfumes under the names “White Shoulders,” “Menace” and “Gay Diver- 
sion,” except through plaintiff, and damages for the alleged breach of contract. 
Defendant Westall counterclaims for the balance of an account owed by plaintiff for 
past purchases, to which plaintiff interposes the defense that certain prices charged 
were a violation of O. P. A. law. 

The question raised by defendants’ appeal is whether the second cause of action 
and counterclaim were tried. The court wrote an opinion finding for the defendants 
on both the first and second causes of action and on the counterclaim. The court 
withdrew this opinion and handed down a revised opinion in which it found for the 
defendants on the first cause of action alone, leaving the second cause of action and 
counterclaim undetermined on the ground that they had not been tried. We find 
that the second cause of action and counterclaim were not tried and, therefore, affirm 
the judgment in those respects, except that we think the counterclaim should be 
heard by the court without the intervention of a referee and that the plaintiff should 
not be required to post a bond to secure any judgment which may be recovered on the 
counterclaim. 
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The court found for the deiendants on the first cause of action on the ground 
that plaintiff had deliberately destroyed the contract under which he seeks relief 
by making a new contract directly with Nanty. We reach a different conclusion. 
If the contract was destroyed, it was by defendants’ breach before the plaintiff made 
his contract with Nanty. We think we are required, however, to look beyond the 
contract and regard the overall equities. While there has been sharp practice on 
the part of both parties and we might decline equitable relief on the ground that 
plaintiff's hands are not altogether clean, we are persuaded to regard the relative 
merits of the parties’ positions and the relative prejudice to which they will be put by 
the granting or denying of an injunction. In this view, while we do not condone 
plaintiff's action in making a contract directly with Nanty without advice to de- 
fendants of his intention, we are impressed with the fact that plaintiff was con- 
fronted with an emergency and driven to prompt action of self-preservation by the 
precipitous action of defendants, in callous disregard of plaintiff’s rights and inter- 
ests, canceling the underlying contract with Nanty. Not only did plaintiff have a 
right under that contract to remedy any default of defendants thereunder and to 
maintain the contract in force, but elementary good faith required defendants to act 
with regard for plaintiff’s interest in the contract. Defendants’ action was a clear 
breach of contract, and plaintiff is entitled to his remedies, both legal and equitable, 
unless he has forfeited them by his own action. 

Special Term has held that he did forfeit his rights, suggesting that instead of 
pursuing the course of making a new contract with Nanty he should have elected to 
treat the contract between Nanty and defendant Westall as a continuing obligation 
in so far as his rights were concerned. True, he might have done this (we know 
not with what legal success) but at the risk of wrecking his business and incurring 
huge losses. While believing that he should have proceeded with more frankness 
in relation to the defendants, we cannot be unmindful of the fact that defendants 
had shown him so little consideration and that he was required by Mr. Rendigs’ 
impending departure for London to take hasty action. 

What weighs with us most heavily, however, is that the business in perfumes 
under the names “White Shoulders,” “Menace” and “Gay Diversion” was built up 
by plaintiff. Although defendants owned the trade-marks, the public association 
of the scent names was with the name “Hartnell,” and they became trade-marks 
“connected” with Hartnell products, as to which plaintiff had exclusive distributor’s 
rights under his contract with defendant Westall, and the value of the names lay 
entirely in a public acceptance derived from plaintiff's efforts and expenditures. 
Defendant’s present marketing of perfumes under these names is bound to be con- 
fusing, a substantial interference with plaintiff's business and an unfair appropriation 
of name value attributable to plaintiff’s efforts. It is not unfair to defendants to 
disallow their use of trade-marks the value of which stems from plaintiff's efforts and 
an association with the name “Hartnell,” as to which defendants surrendered all 
rights. It is unfair for plaintiff, who has the sole right under all the contracts in- 
volved, to distribute perfumes marketed under the designation ‘‘Hartnell’’ and bear- 
ing trade-marks connected with such products, to be subjected to the competition 
of defendants’ use of scent names whose public acceptance lies entirely in their con- 
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nection with the name “Hartnell” and plaintiff's exploitation of both the ‘Hartnell’ 
and scent names. 

As to defendants’ argument that the contract between plaintiff and Westall ended 
for all purposes and plaintiff can no longer assert any claim under the negative 
covenant, and plaintiff's argument that the contract obligations remain, we do not 
think it necessary to decide to what extent, if any, the contract survived. It re- 
mained performable at least to the extent of defendants’ supplying plaintiff with per- 
fume which he could and wanted to buy from defendants and market under the 
trade-marks in question. If terminated, it was by defendants’ act and breach. The 
contract, the prosecution of the contract by the parties for two years and defendants’ 
breach created rights and equities we must realistically appraise. While they have 
their inception in the contract, they do not end in the contract. 

We believe that the equities of the case so far preponderate in plaintiff's favor 
that the defendants should be enjoined from marketing perfumes under the names 
“White Shoulders,” “Menace” and “Gay Diversion,” except through plaintiff, 
and that the judgment should be modified by granting the injunction and by striking 
the reference of the counterclaim to a referee and the requirement that plaintiff post 
a bond, and otherwise should be affirmed. 

Dore, CoHN and CALLAHAN, JJ., concur; Martin, P. J., dissents and votes to 
affirm in so far as the judgment dismisses the first cause of action, votes for dismissal 
of the second cause of action and concurs in the disposition with reference to the 
counterclaim. . 


PERISTAN, INC. v. RIFKIND 
New York Supreme Court, Special Term, Kings County 
December 13, 1946 


UnFair COMPETITION—NAMES OF COMPANIES 
The fact that defendants may have been authorized to sell National Oil Burners delivered by 
plaintiffs’ predecessors between 1935 and 1941 and to use the advertising matter in connec- 
tion therewith does not give the defendants in 1946 the right to use the advertising matter 
in the sale of burners not sold to them by plaintiffs or their predecessors. 
UnFatR COMPETITION—PLEADINGS AND PRACTICE 
Partial defense pleaded as complete defense is insufficient and is stricken out by New York 
State Court. 


Action for unfair competition in which defendant filed counterclaim. On plain- 
tiffs’ motion to strike out defenses and counterclaim. Motion granted. 


Wats, J.: 


Plaintiffs move to dismiss two affirmative defenses and one affirmative defense 
and counterclaim, pursuant to Rule 109 of the Rules of Civil Practice, on the 
ground of legal insufficiency. The action is brought by plaintiffs as successors in 
interest of certain firms who, it is alleged were engaged in the manufacture and 
sale of certain oi] burners known as National Oil Burners and Clark National Oil 
Burners to restrain the defendants from using the name “National” in connection 
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with the sale of oil burners and from using upon their stationery the photographs of 
the National Oil Burner and the descriptive language used by plaintiffs and their 
predecessors. The complaint alleges that in 1935 plaintiffs’ assignors commenced 
selling oil burners to the defendants and that defendants commenced doing busi-’ 
ness under the name National Burner Installation Company; that in 1941 defend- 
ants ceased selling National Oil Burners and discontinued their business; that the 
defendants have not been authorized by plaintiffs’ predecessors nor are they now 
authorized to use plaintiffs’ advertising features in the manufacture and sale of oil 
burners; that since January, 1946, defendants have re-assumed the name National 
Burner Installation Company and have availed themselves of plaintiffs’ advertosing 
and good-will in unfair competition with plaintiffs. 

The first affirmative defense alleges that between 1935 and 1941 the defendants 
were authorized by plaintiffs’ predecessors to buy and sell the burners of plaintiffs’ 
predecessors and in connection therewith to use the literature, trade-marks and 
other material describing the oil burners. While paragraph 15 of the complaint is 
not limited as to time the complaint is considered under paragraph 18 to be limited 
to acts of the defendant alleged to have been committed since January, 1946. . This 
defense is then clearly insufficient in that plaintiffs’ complaint is based upon de- 
fendants’ acts in 1946. 

Further, the fact that defendants may have been authorized to sell National 
Oil Burners delivered by plaintiffs’ predecessors between 1935 and 1941 and to use 
the advertising matter in connection therewith does not give the defendants in 
1946 the right to use the advertising matter in the sale of burners not sold to them 
by plaintiffs or their predecessors. 

The second affirmative defense and counterclaim alleges that plaintiffs’ predeces- 
sors in interest and the defendants entered into a written agreement, a copy of 
which is annexed to the answer, wherein defendants were granted the exclusive sales 
and installation rights on all National Burners in the Boroughs of Brooklyn and 
Queens ; that said agreement provided that plaintiffs’ predecessors were not to sup- 
ply, sell or furnish any National Oil Burners on new construction other than to the 
defendants without the written consent of said defendants; that in violation of the 
agreement the plaintiffs’ predecessors did sell and supply National Oil Burners on 
new construction to persons other than defendants. An examination of the agree- 
ment attached to the answer discloses it is between the defendants and Caldo En- 
gineering Co., Inc., and Alfred W. Dovel. Neither of plaintiffs nor their predeces- 
sors are parties to said agreement and there is no allegation that they were. There 
is no allegation that the parties who made said agreement were authorized by plain- 
tiffs or their predecessors to grant defendants the rights described in said agreement. 
There is no allegation that the agreement was in force in 1946 or that plaintiffs 
assumed the performance of the agreement or that defendants duly performed the 
terms and conditions on their part to be performed. In view of the allegations of 
paragraphs 6 and 7 of the answer that the agreement was made with plaintiffs’ 
predecessors and that this agreement was violated, defendants may be able to plead 
a proper counterclaim. The second defense and counterclaim is stricken out. 

The theory of the third affirmative defense is estoppel and it alleges that the 
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plaintiffs and their predecessors authorized and encouraged the defendants to en- 
gage in business under the name National Burner Installation Company and to es- 
tablish a valuable good-will in the use of said name. Plaintiffs contend that this de- 
fense refers to the agreement annexed to the answer and referred to in the second 
affirmative defense and counterclaim and that all the objections raised to said agree- 
ment (see discussion of second affirmative defense and counterclaim) apply here. 
However, a reading of this defense discloses that the words “‘and in furtherance of 
the objects set forth in the agreement hereto annexed” are merely descriptive. The 
authorization to use the trade-name, which has been alleged, does not depend upon 
the agreement annexed. On the other hand this defense cannot be a complete 
defense as it merely refers to the use of the name “National” while the complaint 
seeks to restrain the use of trade-marks, descriptive literature, etc. A partial de- 
fense pleaded as a complete defense is insufficient and will be stricken out. Montello 
v. Manhattan Ins. Co., 250 App. Div. 610. 

The motion to strike out the defenses and counterclaim is granted, with leave 
to defendants to serve an amended pleading, in accordance with this memorandum if 
they be so advised, within ten days after service of order, with notice of entry. 


FOOD FAIR STORES CORPORATION, ert ac. v. FROZEN FOOD FARE, 
INC. | 


New York Supreme Court, Special Term, Kings County 
December 17, 1946 


UNFAIR COMPETITION—INJUNCTION 

The parties are not engaged in the same business, the plaintiffs dealing in food products 
generally, the defendant in frozen food products only. Plaintiffs operate a chain of super 
markets, not one of which is in the Borough of Manhattan, whereas the defendant has 
but a single store ten feet by forty feet in dimensions in the Borough of Manhattan. There 
is no claim that there is any simulation of painting, style of store front or otherwise except 
with respect to the name as aforesaid. Under all the circumstances I do not feel justified in 
granting before trial the relief to which plaintiffs claim they would. be entitled after trial. 
There is no special injury shown to be threatened. Moreover, the granting of the drastic 
remedy of a temporary injunction will bear more heavily on the defendant than will the denial 
upon the plaintiffs. 

Accordingly, the motion for temporary relief is denied. 


Action by Food Fair Stores Corporation and Food Fair Stores, Inc., against 
Frozen Food Fare, Inc., for unfair competition. On plaintiffs’ motion for temporary 
injunction. Motion denied. 


FROESSEL, J.: 


In an action brought by the plaintiffs to enjoin the defendant from using the 
name Frozen Food Fare, Inc., and for incidental relief, including damages, the 
plaintiffs have moved for a temporary injunction enjoining the defendant, its servants, 
agents or employees, from using said name and from doing business and advertis- 
ing their business under the said name. 
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It appears that in 1935 plaintiff's predecessors were engaged in the retail sale 
of food products in the State of Pennsylvania, under the name of Union Premier 
Food Stores, Inc., operating so-called super markets. From 1935 until 1942 said 
business was enlarged so that in the latter year there were 77 units. During this 
entire period, these units used “Food Fair” as their emblem, standard and trade- 
name. On April 18, 1942, the name of the company was changed to Food Fair 
Stores, Inc. ; on April 30, 1944, the plaintiff, Food Fair Stores, Inc., acquired all the 
issued and outstanding stock of American Grocery Company, which name was sub- 
sequently changed to Big Bear Food Stores, Inc., and became a wholly owned 
subsidiary of the plaintiff; Food Fair Stores, Inc.; Big Bear Food Stores, Inc., 
operated three markets in the State of New York, and still continues to do so, using 
as its emblem the trade-name “Food Fair.” On March 16, 1946, plaintiff, Food Fair 
Stores, Inc., incorporated the plaintiff Food Fair Stores Corporation, a New York 
corporation, which is a wholly owned subsidiary of plaintiff Food Fair Stores, Inc. 
At the present time the plaintiff corporations own, operate and control 89 “Food 
Fair Super Markets.” 

Five days after the incorporation in this state of the plaintiff Food Fair Stores 
Corporation, the defendant was incorporated by two veterans of the late war for 
the purpose of distributing at retail frozen food products. It subsequently com- 
menced business and leased premises in Greenwich Village, New York City. It 
claims that the word “Fare,” as used in its corporate name, was intended to connote 
food products or provisions which are displayed on a so-called “Bill of Fare” sign 
from day to day, and it was never the intention to imitate plaintiffs’ emblem. 

The parties are not engaged in the same business, the plaintiffs dealing in food 
products generally, the defendant in frozen food products only. Plaintiffs operate a 
chain of super markets, not one of which is in the Borough of Manhattan, whereas 
the defendant has but a single store ten feet by forty feet in dimensions in the 
Borough of Manhattan. There is no claim that there is any simulation of painting, 
style of store front or otherwise except with respect to the name as aforesaid. Under 
all the circumstances, I do not feel justified in granting before trial the relief to which 
plaintiffs claim they would be entitled after trial. Moller v. Lincoln Safe Deposit 
Co., 174 App. Div. 458, 161 N. Y. S. 171. There is no special injury shown to be 
threatened. Elk St. Market Corp. v. Rothenberg, 233 App. Div. 243, 251 N. Y. S. 
259; Brighton By the Sea, Inc. v. Rivkin, 210 App. Div. 726, 195 N. Y. S. 198. 
Moreover, the granting of the drastic remedy of a temporary injunction will bear 
more heavily on the defendant than will the denial upon the plaintiffs (see Jo/m 
Aquino, Inc. v. Luigi Bosca & Figlia, 241 App. Div. 760, 270 N. Y. S. 152). 
Accordingly, the motion for temporary is relief denied. 
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THE SCHOLL MANUFACTURING COMPANY, INC. v. THE SCHIFF 
COMPANY, ET AL. 


Court of Appeals, District of Columbia 
December 9, 1946 


TRADE-MARKs—Not DESCRIPTIVE 
Dominant “Medico Pedic” with “For Foot Health” framed in rectangular lines and ex- 
tending across shield is not descriptive of shoes. 
TRADE-MarkKs—Nor ConFuUSINGLY SIMILAR 
The spoken terms “Medico Pedic” and “Practipedic” are to the ordinary ear clearly dis- 
similar. 
Appeal from District Court for District of Columbia, O’Donoghue, J.; 68 
. Sew ae Fe 
Action under R. S. 4915 by The Schiff Company against Casper W. Ooms, 
Commissioner of Patents, and The Scholl Manufacturing Company, Inc., to obtain 
registration of trade-mark, application, Serial No. 433,630, filed July 2, 1940. From 
judgment for plaintiff, The Scholl Manufacturing Company, Inc., appeals. Af- 
firmed. 
See also 58 U. S. P. QO. 86, 58 U.S. P. Q. 691. 


Samuel W. Kipnis and Benjamin H. Sherman, both of Chicago, Ill. (Villiam A. 
Smith, Jr., Washington, D. C., on the brief) for appellant. 

A. Yates Dowell, Washington, D. C., for appellee The Schiff Company. 

E. L. Reynolds for appellee Commissioner of Patents. 


3efore EDGERTON, CLARK and PRETTYMAN, Associate Justices. 
PRETTYMAN, A. J.: 


This is a trade-mark case. Appellee-company sought to register a composite 
mark consisting of the words “Medico Pedic,” printed in a peculiar script, and “For 
Foot Health,” both expressions being framed in rectangular lines and extending 
across a drawing of a shield. Appellant opposed the registration because of its 
prior registration of the word ‘Practipedic.”” Both marks are applied to shoes. 
The Commissioner of Patents denied appellee-company’s application, and it brought 
an action in the District Court under Section 4915 of the Revised Statutes." That 
court entered judgment for the plaintiff. 

The Assistant Commissioner of Patents, acting for the Commissioner, held 
[35 T.-M. Rep. 553] that the appellee-company’s mark is not merely descriptive, 
and we agree with that view. He also held that there is a considerable degree of 
dissimilarity in the appearances of the two marks, and we agree with that view. 
He held that the dominating spoken part of the appellee-company’s mark is the 
expression “Medico Pedic” and that this expression and appellant's mark, ‘* Practi- 
pedic,” are so similar in sound that the concurrent use of the marks on shoes would 
be likely to cause confusion and mistake in the mind of the public and to deceive 
purchasers. This latter view does not seem to us a reasonable one. 


L BUS CABO. 
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There is no precision instrument for gauging degrees of similarity in sounds, 
but we are unable to escape the conviction that the spoken terms “Medico Pedic” 
and ‘‘Practipedic” are, to the ordinary ear, clearly dissimilar. This fact, coupled with 
the complete dissimilarity in the appearances of the marks, compels us to agree with 
the District Court that the two marks do not so nearly resemble each other as to be 
likely to cause confusion or mistake in the mind of the public. 

Affirmed. 





BEST & CO. v. BARNARD, SUMNER & PUTNAM CO. 
District Court, D. Massachusetts 


November 18, 1946 


TRADE- MARKS—PRELIMINARY INJUNCTION 

On hearing for a preliminary injunction, the only issue is whether there is any risk of a 
violation of plaintiff's rights until such time as there can be a hearing on a permanent in- 
junction. 

Preliminary injunction against trade-mark infringement is denied where only six alleged 
infringements occurred over seven years and defendant's counsel has assured the court that 
the mark would not be used until final adjudication. 

TRADE- MARKS—JURISDICTION OF CouRTS 

If plaintiff is entitled to succeed upon the basis of the Federal Statute with respect to trade- 
marks, it will not be incumbent upon the plaintiff to show that $3,000 is involved in this con- 
troversy; but if he cannot succeed on the basis of the statute but seeks to succeed upon the 
basis of diversity jurisdiction, they will have to be some showing that $3,000 was involved 


Action by Best & Co., against Barnard, Sumner & Putnam Co. for trade-mark 
infringement. On plaintiff's motion for preliminary injunction. Motion denied. 


Lee M. Friedman, Boston, Mass., for plaintiff. 
Joseph H. Rosenshine, Boston, Mass., for defendant. 


WyzaAnokI], D. J.: 


This is an application for preliminary injunction. Plaintiff is admitted to be 
the owner of a registered trade-mark, “Shirtmaekr Frock,” and defendant is ad- 
mitted to have used the word “Shirtmaker” on six prior occasions in connection 
with sales of its merchandise. Those six occasions began in 1939 and continued until 
this suit in 1946. No more than one offense occurred in any one year except in 
1946, when two offenses occurred. On the first five occasions a corporate officer 
of defendant expressed in writing his regret at the error and promised that no 
further violation of the trade-mark would occur. There is some doubt as to whether 
the actual employees who were responsible for the use of the word “Shirtmaker’”’ in 
defendant’s advertisements were guilty of repeating the offense or were entirely 
different from those who had previously violated plaintiff's rights, if any. 

In the course of the presentation of this case in open court defendant’s counsel 
stated that on behalf of his client he would undertake to see that no further use 
was made of the word “Shirtmaker” until a final adjudication of this controversy. 
At this stage, upon the hearing for a preliminary injunction, the only tissue is 
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whether there is any risk of a violation of plaintiff's rights until such time as there 
can be a hearing on a permanent injunction. ‘That is an entirely different issue 
from whether there is risk of injury to the plaintiff at some remote future date. In 
the light of the assurance which has been given by defendant’s counsel and con- 
sidering the time between the separate offenses which occurred in the past, this court 
of equity need not issue an injunction at this preliminary stage. In making this 
remark I in no way intimate the result upon a hearing for final injunction. 

When the case comes on for hearing on a permanent injunction there will be a 
question of jurisdiction to be settled. If the plaintiff is entitled to succeed upon 
the basis of the Federal statute with respect to trade-marks, it will not be incumbent 
upon the plaintiff to show that $3,000 is involved in this controversy; but if he 
cannot succeed on the basis of the statute but seeks to succeed upon the basis of 
diversity jurisdiction, there will have to be some showing that $3,000 was in- 
volved. 

Furthermore, on the hearing on the final injunction, the facts indicated in Hecht 
v. Bowles, 321 U.S. 321, will be pertinent, and the Court will no doubt inquire into 
defendant’s good faith and diligence, and will perhaps at that time have opportunity 
to see whether the employees who were guilty of the offenses were adequately super- 
vised and warned. Other issues will also be open but need not be settled here since 
the main and perhaps the only issue here, as already stated, is whether there is a 
substantial risk of violation by defendant between now and the time the case is set 
for hearing on the final injunction. 

Preliminary injunction is denied. 


MOTTY EITINGTON, INC. v. RAYMOND’S, INC. 
District Court, D. Massachusetts 


October 21, 1946 


UNFAIR COMPETITION—SECONDARY MEANING 
The question whether a mark has acquired a secondary meaning is one of fact. 
Fraup, DECEPTION AND PALMING OFF. 

Where the name has no secondary meaning as indicating highest quality, there is no 
unfair competition on defendant’s part by sales under the same name of goods of a lower 
quality processed by the plaintiff. There must be a passing off of an inferior article for 
a superior article. 


Action by Motty Eitington, Inc., against Raymond’s, Inc., for unfair competition. 
On plaintiff's motion for preliminary injunction. Motion denied. 


Hale, Sanderson, Byrnes & Morton, Clifford H. Byrnes, Harold E. Magnuson and 
Arthur D. Thomson, all of Boston, Mass., and Scandrett, Tuttle & Chalaire 
and John E. Hatgney, both of New York, N. Y., for plaintiff. 

Myer L. Orlov and Harold Horvitz, both of Boston, Mass., for defendant. 


Forp, D. J.: 


This matter was heard October 7, 1946, on the verified complaint, exhibits 
attached thereto, and affidavits filed by both parties, on the return date of a sum- 
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mons to show cause why a preliminary injunction should not issue. No oral evi- 
dence was submitted and the matter was argued by counsel. 

Upon consideration of the complaint and affidavits, and for the purposes of 
this proceeding, I find: 

1. The defendant purchased, advertised, offered for sale, and sold fur coats 
made of less than the highest quality mouton skins as “Bonmouton.” 

2. The coats advertised, offered for sale, and sold were dealt in and processed 
by the plaintiff. 

3. The mark “Bonmouton” used by the plaintiff at the time of the alleged 
transaction had not acquired a secondary meaning indicating the highest quality 
mouton skins dealt in or processed by the plaintiff; there was no passing off of an 
article of an inferior grade for one of a superior grade. 


Conclusions of Law 


1. The question whether a mark has acquired a secondary meaning is one of 
fact. 

2. The plaintiff has not sustained its burden in this proceeding of establishing 
that the plaintiff’s mark “Bonmouton” had. at the time of the transactions com- 
plained of, acquired a secondary meaning indicating the highest quality mouton 
skins processed by the plaintiff. 

3. The plaintiff has not in this proceeding sustained the burden of proving the 
defendant has been guilty of unfair competition in its use of the mark “Bonmouton.”’ 

4. Even if it be assumed that the principles involved in Cheney Bros. v. Gimbel 
Bros., 280 F. 746; Plant Co. v. May Mercantile Co., 153 F. 229; Russian Cement 
Co. v. Katzenstein, et al., 105 F. 314; and B. V. D. Co., Inc., et al. v. Davega- 
City Radio, Inc., et al., 16 F. Supp. 659 [26 T.-M. Rep. 609], would be followed 
by the Massachusetts courts, yet they are not applicable in the circumstances of the 
present case (there was no passing off of an article of inferior grade for one of 
superior grade). 

The motion for a preliminary injunction is denied. 





MAJESTIC MANUFACTURING COMPANY v. KOKENES, et at., porne 
BUSINESS AS MAJESTIC HOTEL & RESTAURANT SUPPLY COMPANY 


District Court, N. D. Alabama, S. Div. 
June 19, 1946 


TRADE- MARK—UNFAIR COMPETITION 
Likelihood of confusion is the test in determining whether trade-mark infringement and 
unfair competition exist; the fact of anyone being actually deceived is unnecessary, and 
actual intent to defraud need not appear. 
Unratr CoMPETITION—NAMES OF COMPANIES 
Majestic Hotel and Restaurant Supply Company unfairly competes with Majestic Manu- 
facturing Company since parties deal in same goods and there is likelihood that persons 
may be deceived by all of former name into believing that there is a connection between 
parties. 
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TRADE- MARKS—ESTOPPEL, LACHES, INJUNCTION 
The plaintiff did not notify the defendants of its position until two years after knowledge 
of the defendants’ business was legally imputed to it, but delay alone is not sufficient to bar 
granting of an injunction; the defendants here have shown no damage, no change of position 
in reliance upon the plaintiff's failure to act; the plaintiff is not guilty of laches or estoppel. 
The plaintiff is entitled to the permanent injunction prayed for in the complaint. 


Action by Majestic Manufacturing Company against Aristides Kokenes and 
Constantine Kokenes, doing business as Majestic Hotel & Restaurant Supply Com- 
pany, for trade-mark infringement and unfair competition. Judgment for plaintiff. 


Benner, Burr, Stokely & McKamy, Birmingham, Ala., and Kingsland, Rogers & 
Ezell, St. Louis, Mo., for plaintiff. 
Chester Austin, Birmingham, Ala., for defendant. 


Lynne, D. J.: 
Findings of Fact 


1. The present action is a suit for trade-mark infringement and unfair com- 
petition in which an injunction only is sougnt, profits and damages as prayed for in 
the Complaint having been waived by the plaintiff by stipulation four months be- 
fore the trial. 

2. The plaintiff, Majestic Manufacturing Company, is a corporation of the 
State of Missouri with its principal place of business in St. Louis, Mo. 

3. The defendants, Aristides Kokenes and Constantine Kokenes, are citizens of 
the State of Alabama, and do business in Birmingham, Ala., under the name of 
Majestic Hotel & Restaurant Supply Company. 

4. The suit is brought under and based on U. S. C., Title 15, Sections 96, 97, 
98, 99 and 100, for infringement of the plaintiff's trade-mark ‘‘ Majestic,’ registered 
August 8, 1905, through United States Registration Certificate No. 45,252 (re- 
newed), registered March 6, 1923, through United States Registration Certificate 
No. 165,083 (renewed), and registered September 11, 1923, through United States 
Registration Certificate No. 172,804 (renewed). The suit is also based upon the 
law of unfair competition, charging infringement of plaintiff's common law rights in 
the name “Majestic” by the defendant’s use of that name. The value of the plain- 
tiff’s right in the name and the good-will associated therewith is in excess of Three 
Thousand Dollars ($3,000.00) and said right and good-will are jeopardized by the 
defendants’ use of the name. There is diversity of citizenship of the parties; the 
matter in controversy exceeds the sum of Three Thousand Dollars ($3,000.00), ex- 
clusive of interest and costs. 

5. Since prior to 1891 to date, the plaintiff has manufactured and sold cooking 
equipment, specifically, commercial and domestic stoves and ranges burning coal, 
wood or gas, coffe urns, griddles, toasters, heaters, cooking ware, ovens, broilers, 
waffle irons, steam tables, metal sinks, kitchen tables, and the like. 

6. In 1891 the plaintiff adopted the trade-mark “Majestic” and applied it to its 
manufactures, and since 1891 to date the plaintiff has affixed the said trade-mark 
“Majestic” and its corporate name “Majestic Manufacturing Company,” prominently 
displayed, to all of its said manufactures sold in both intrastate and interstate com- 
merce, and has established nationwide good-will in respect to both the trade-mark 
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“Majestic” and its corporate name “Majestic Manufacturing Company” which is one 
of the most valuable assets of the plaintiff. 

7. The plaintiff merchandises its products through approved distributors, job- 
bers, and dealers located throughout the United States, including the State of Ala- 
bama, which have averaged some five thousand (5,000) in number throughout the 
said years 1891 to date. 

8. The plaintiff's products have enjoyed national distribution since prior to 
1900 to date, including substantial sales throughout such years in Alabama and 
the neighboring Southern States ; the “Majestic” range for many years has been one 
of the best known ranges in the United States, including the Southern States. 

9. The available sales records of the plaintiff show that between the years 
1911-1945, both inclusive, the plaintiff sold nearly Sixty Million Dollars ($60,000,- 
000.00) worth of merchandise ; that between the years 1920-1945, both inclusive, the 
plaintiff expended Fight Hundred Seventy-Five Thousand Dollars ($875,000.00) 
in advertising its products, a sum which is exclusive of dealer advertising in local 
newspapers from a mat service furnished them by the plaintiff; and that between 
the years 1929-1945, both inclusive, the value of the sales of the plaintiff's products 
in Alabama amounted to Two Hundred Seventy Thousand Dollars ($270,000.00) ; 
in Tennessee, Three Hundred Fifty-Two Thousand Dollars ($352,000.00) ; in 
Georgia, Two Hundred Eighty-Five Thousand Dollars ($285,000.00) ; Mississippi, 
One Hundred Sixteen Thousand Dollars ($116,000.00) ; and in Florida, One Hun- 
dred Fourteen Thousand Dollars ($114,000.00). 

10. The plaintiff does a substantial annual business in repair parts for its “Ma- 
jestic” cooking equipment, averaging during the last thirty years close to Two Hun- 
dred Fifty Thousand Dollars ($250,000.00) per year; it is the policy of the plain- 
tiff to ship such spare parts directly to the user with minimum delay to restore 
cooking service of the affected unit with all possible speed, thereby to maintain and 
enhance the plaintiff’s valuable good-will. 

11. The orders for repairs of plaintiff's stoves and other equipment are handled 
by plaintiff's organization in a highly accelerated routine, in order to minimize the 
period of inoperation of plaintiff’s cooking equipment in the hands of plaintiff’s cus- 
tomers. 

12. The plaintiff has a valuable right in the name “Majestic” as applied to 
cooking equipment, and a valuable good-will in connection therewith. 

13. The plaintiff manufactures high quality merchandise which sells at the 
highest price level in comparison with similar merchandise of other manufacturers. 

14. The products of the plaintiff are long-use items; the “Majestic” stoves, 
ranges, urns and the like continue in service for many years, and, hence, each 
unit serves as a long-term advertisement of the plaintiff’s trade-mark “Majestic” 
and its corporate name ‘Majestic Manufacturing Company.” 

15. The plaintiff daily receives, and for many years past has received, mail in- 
tended for it which is addressed to “Majestic Company,” “Majestic Range Co.,” 
“Majestic Stove Co.,” ‘““The Great Majestic,’ “Majestic Machine Co.,” etc., in ad- 
dition to mail addressed ‘Majestic Manufacturing Company,” which mail originates 
throughout the United States. 

16. Plaintiff has sold. and continues to sell, cooking equipment under the name 
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“Majestic” and “Majestic Manufacturing Company.” Plaintiff has sold large 
volumes of commercial cooking equipment to hotels and restaurants. Since the 
end of the war, plaintiff has temporarily discontinued the sale of commercial equip- 
ment due to market conditions, but continues its sales of domestic cooking equip- 
ment and repair parts for both domestic and commercial cooking equipment under 
the name “Majestic” and “Majestic Manufacturing Company,” and has plans to 
resume the manufacture and sale of commercial equipment under said names as 
soon as the market restablizes. 

17. The defendant, Aristides Kokenes, settled in Birmingham, Ala., in 1927, 
and started a business of selling coffee and spices which he called the ‘Majestic 
Coffee Company” ; in 1928 he enlarged his business to include chinaware ; then coffee 
urns, commercial stoves, and other hotel and restaurant equipment were added. 
In late years, the sales of coffee by defendants have been reduced to only nominal 
quantities. 

18. Aristides Kokenes initially sold his merchandise throughout Alabama, and 
then enlarged his territory to include other Southern States, namely, Tennessee, 
Georgia, Florida, Mississippi, South Carolina, and North Carolina; the defendant, 
Constantine Kokenes, joined his father Aristides in the business around 1936. 

19. In 1939 or 1940, the defendants changed the name of their business from 
“Majestic Coffee Company” to “Majestic Hotel and Restaurant Supply Company” 
because their public buying hotel and restaurant supplies interpreted the name 
‘Majestic Coffee Company” as a coffee or food selling organization, and did not rec- 


ognize it as designating a seller of hotel and restaurant supplies. The change was 
made by defendants for the purpose of clearly showing that their company was not 
merely a coffee or food selling organization but was a hotel and restaurant supplies 
company. 


20. The name ‘Majestic Coffee Company,” as used by defendants, does not 
of itself suggest the sale of hotel and restaurant supplies. 

21. In changing their name from “Majestic Coffee Company” to ‘Majestic 
Hotel and Restaurant Supply Company” in 1939 or 1940, the defendants expe- 
rienced no inconvenience beyond surcharging unused stationery, invoices and the 
like, and changing the store front sign. 

22. In 1943, the year the present suit was filed, one sign on the defendants’ 
store front read “Stoves, griddles, booths, stools, coffee urns, steam tables, dish 
washing machines, etc.,”” a second sign read “Majestic Hotel & Restaurant Supply 
Co.”’; the same advertising and name appeared on the defendant’s stationery then in 
use ; coffee, very little of which was being sold by the defendants at the time was 
instituted, and spices were no longer prominently advertised. 

23. In recent years the defendants have sold annually an average of about 
One Hundred Thousand Dollars ($100,000.00) worth of merchandise, of which 
10 percent has been stoves. 

24. The defendants are jobbers or distributors dealing in hotel and restaurant 
supplies, and their company is of the same type as the jobbers and distributors that 
handle the merchandise of the plaintiff. 


25. To some coffee urns and stoves and other hotel and restaurant supplies, 
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the defendants attached decalcomanias which initially bore the name “Majestic Cof- 
fee Co.,”” and later “Majestic Hotel and Restaurant Supply Co.” 

26. Since at least as early as 1929 the defendant, Aristides Kokenes, knew of the 
plaintiff ; in that year he ordered a repair part for a “Majestic” coffee urn irom the 
plaintiff for one of his customers as an accommodation service, the order being over 
the signature “Majestic Coffee Company.” 

27. Throughout the years from 1929 to 1940, the defendants ordered addi- 
tional repair parts for “Majestic” stoves and other items from the plaintiff as ac- 
commodations for their customers throughout the defendants’s trade territory, num- 
bering some 25 to 30 items and totaling some Two Hundred Dollars ($200.00) 
in value ; all orders were over the signature of “Majestic Coffee Company.” Plain- 
tiff thereby had knowledge of the existence of the ‘Majestic Coffee Company.” 

28. In early 1941 the defendants made the first order of a repair part for a 
“Majestic” unit from the plaintiff over the signature of ** Majestic Hotel and Restau- 
rant Supply Company” on “Majestic Coffee Company” stationery surcharged with 
the name ‘Majestic Hotel and Restaurant Supply Company,” which order was fol- 
lowed by several similar orders during the ensuing two or three years. Also in 
early 1941, defendants made inquiry of plaintiff concerning obtaining a dealership 
in plaintiff's stores. By these orders and inquiry, plaintiff had knowledge of the 
existence of the “Majestic Hotel and Restaurant Supply Company.” The total 
amount of such orders from plaintiff, both under the name “Majestic Coffee Com- 
pany” and ‘Majestic Hotel and Restaurant Supply Company” is only a few hundred 
dollars. 

29. The existence of the defendants as the “Majestic Hotel and Restaurant 
Supply Company” first came to the attention of the governing and policy making 
officials of the plaintiff early in 1943, who immediately referred the matter to the 
plaintiff's patent attorneys ; the plaintiff’s attorneys at once wrote the defendants to 
cease their use of the name “Majestic Hotel and Restaurant Supply Company” in 
view of the plaintiff’s business and its long use of its trade-mark “Majestic” and its 
corporate name “Majestic Manufacturing Company”’ in connection therewith. 

30. It is a manifest likelihood that the public dealing with defendants operating 
under the name “Majestic” in connection with the sales of hotel and restaurant 
supplies will assume that the defendants are selling products of the plaintiff, or are 
otherwise officially connected with the plaintiff; and that the same will irreparably 
damage the plaintiff’s good-will in connection with the name “Majestic,” and will 
injure the public. 

31. The present action was brought by the plaintiff November 11, 1943, after 
all efforts to get the defendants to cease using the name ‘Majestic Hotel and Res- 
taurant Supply Company” had failed. 

32. Defendants have not shown by any proof whatever that the lapse of time in 
notifying them and bringing this suit was unreasonable ; nor that plaintiff should have 
taken action against them as the “ Majestic Coffee Company” during their use of that 
name. To the contrary the defendants established that the name “Majestic Coffee 
Company” did not adequately denominate a dealer in hotel and restaurant supplies. 
Defendants offered no proof whatever that they suffered any damage by any lapse 
of time in plaintiff’s notifying them or bringing this suit, nor that their position 
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was in any respect different, as of the dates of notice and suit, than it was as of their 
dates of first use of the accused name. Damages and profit recovery being entirely 
waived, their position, if any, in connection therewith has no effect. There has been 
no unreasonable delay in plaintiff, and no damage to or change of position by de- 
fendants between their dates of first use and the dates of notice and suit. 

33. Some inquiries were made at the defendant’s place of business for ‘ Ma- 
jestic”’ stoves. 

34. No willful or actual deception of customers was practiced by the defendants. 


Conclusions of Law 


1. The Court has jurisdiction of the parties and of the subject matter. 
2. The plaintiff is the owner of the trade-mark “Majestic” as applied to stoves, 
ranges, coffee urns, griddles, heaters, and other cooking equipment enumerated in 
and covered by its United State Certificates of Registration Number 45,252 (re- 
newed), Number 165,083 (renewed), and Number 172,804 (renewed), the prop- 
erty therein, and of the good-will established thereunder, both under the common 
law and the federal trade-mark statutes. 

3. The merchandise sold by the defendants is of the same class and descrip- 
tive properties as that sold by the plaintiff. 

4. Likelihood of confusion is the test in determining whether trade-mark in- 
fringement and unfair competition exist; the fact of anyone being actually deceived 
is unnecessary, and actual intent to defraud need not appear. 

5. The evidence as a whole clearly furnishes reasonable grounds for the belief 
that there is a strong probability that persons may be deceived by the use by the 
defendants of the name “Majestic Hotel and Restaurant Supply Company” into 
thinking that there is a connection between the plaintiff and the defendants. 

6. The sale by defendants of their merchandise with labels fixed thereon, or at- 
tached thereto, bearing the name “Majestic” constitutes an infringement of plain- 
tiff’s trade-mark rights under its United States Trade-Mark Registrations. 

7. The sale by defendants of their merchandise under the company name of 
“Majestic Hotel and Restaurant Supply Company” constitutes an infringement 
of the common law rights of plaintiff in the name “Majestic” and is unfair com- 
petition. 

8. The plaintiff is chargeable with notice of the type of business in which the 
defendants were engaged when it received the first repair part order on “Majestic 
Coffee Company” stationery surcharged with and signed by “Majestic Hotel and 
Restaurant Supply Company” in early 1941; the original used name, “Majestic 
Coffee Company,” would not stimulate the plaintiff to investigate the defendants’ 
business since it failed to indicate the actual nature of defendants’ business. 

9. The plaintiff did not notify the defendants of its position until two years 
after knowledge of the defendants’ business was legally imputed to it, but delay 
alone is not sufficient to bar granting of an injunction; the defendants here have 
shown no damage, no change of position in reliance upon the plaintiff's failure to act : 
the plaintiff is not guilty of laches or estoppel. 

10. The plaintiff is entitled to the permanent injunction praved for in the com- 
plaint. 
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EX PARTE LONDON & COMPANY, INC. 
Commissioner of Patents 
December 12, 1946 


TRADE-M ARKS—REGISTRATION—ACT OF 1920—FOREIGN AND STATE REGISTRATIONS 
Mark dominated by geographical word which is also surname is refused 1905 Act registra- 
tion despite applicant’s statement that registration is needed to obtain adequate foreign reg- 
istration. 1920 Act registration would be adequate for the applicant's purpose, and, for all that 
appears mark may be so registered. 


Appeal from Examiner of Trade-Marks. 

Application for registration of trade-mark of London & Company, Inc., Serial 
No. 476,520, filed November 16, 1944. From decision refusing registration, ap- 
plicant appeals. Affirmed. 


John Imirie, Washington, D. C., for applicant. 
FRAZER, F. A. C.: 


London & Company, Inc., applied for registration of a trade-mark under the 
provisions of the Act of February 20, 1905, and appeals from the examiner’s re- 
jection of its application. 

Registration was refused on the ground that applicant’s mark is “dominated by a 
surname in the possessive case,’ which name is “not written, printed, impressed, or 
woven in some particular or distinctive manner,” as required by section 5 of the 
Act. The mark comprises the word “London’s,” printed above a design. No 
claim is made that the word itself is distinctively displayed, or that it is not a com- 
mon surname. And the fact that it is also a geographical term is of course im- 
material. Jn re Westgate Sea Products Co. (C. C. P. A.), 154, F. 2d 1010, 69 
U.S. P. Q. 438. Nor does applicant question the pertinency of the authorities relied 
on by the examiner, who appears to have regarded as controlling my decision in 
Ex parte Douglas Aircraft Co., 574 O. G. 793, 65 U.S. P. Q. 251, which was based 
in part on the court’s ruling in the case of In re Sears, Roebuck and Co., 30 C. C. 
P. A. 710, 132 F. 2d 341 [33 T.-M. Rep. 80]. Indeed it is frankly conceded in the 
brief that ‘‘the examiner correctly stataes the existing practice as established by these 
decisions.’ But applicant asserts that “the premise here is so far different from those 
of the cited cases that the latter are not controlling here.” 

In 1934 applicant was granted registration of a mark for “dry gin,” and in 
1935 of one for “whiskey,” both dominated by the word “London’s.” The goods 
named in the instant application are “whiskey, gin, cordials, brandy and rum.” Ap- 
plicant’s avowed object is to minimize the expense of foreign registrations. Ac- 
cording to the brief: 


Applicant has, as a matter of fact, a large foreign trade and in order to protect its 
trade-mark against infringement in foreign countries, particularly in those countries 
usually designated “Latin American” countries, must register its mark in those countries 
for all of the goods upon which it is being used. 

It may be that applicant is fully protected by the registrations already effected in so far 
as its use of the mark on the added goods, in the United States is concerned, but this is 
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not the case in the foreign countries referred to. In order to secure adequate protection of 
its mark in each and every one of those countries and for each and every distilled alcoholic 
liquor mentioned, it is essential that applicant register its mark for all of the goods referred 
to in each and every such country, and, as a matter of course, this cannot be done until 
applicant can show, as a basis for registration in those countries, that it has obtained a 
registration in the United States covering all of the liquors mentioned. 


But it seems to me that for applicant’s purpose a registration under the Act of 
March 19, 1920, would be adequate. And for all that appears, applicant’s mark may 
be so registered. Ex parte Victor M. Calderon Co., 491 O. G. 713, 37 U.S. P. Q. 
461. 

Applicant cites a number of Patent Office cases to the effect that the owner of a 
registration ‘‘is entitled to the benefit of any reasonable doubt as to the registrability 
of the same or a closely similar mark upon a subsequent application to register.” But 


to quote further from Ex parte New York Evening Journal, Inc., 505 O. G. 1034, 
42 U.S. P. Q. 467, 468: 


I think that is a sound rule, but I am unable to apply it here because I can find no 


room for doubt. To my mind applicant’s mark as presented is clearly and unquestionably 
non-registrable. 


The examiner’s decision is affirmed. 


EX PARTE PEPPERELL MANUFACTURING COMPANY 
Commissioner of Patents 
December 12, 1946 


TRADE- MARKS—GEOGRAPHICAL NAMES 


“Abbotsford” is the name of a small town in Wisconsin but primarily it is the name 
of a literary shrine in Scotland. In this latter sense it 1s not clear that the word may 
properly be regarded as “merely a geographical name or term” within the meaning 
of the statute. 

Applicant has prior registration for mark as applied to other goods; use on instant 
goods is normal expansion of business and applicant is entitled to the benefit of reasonable 
doubt as to registrability. 


Appeal from Examiner of Trade-Marks. 
Application for registration of trade-mark of Pepperell Manufacturing Com- 


pany, Serial No. 463,760, filed September 29, 1943. From decision refusing reg- 
istration, applicant appeals. Reversed. 


Dyre & Kirchner, Washington, D. C., for applicant. 


Frazer, F. A. C.: 


On the ground that it is merely geographical, the Examiner of Trade-Marks 
refused to register the word “Abbotsford,” under the provisions of the Act of 
February 20, 1905, as a trade-mark for “blankets woven from cotton, wool, rayon 
or other fibres, or a.combination of cotton, wool, rayon or other fibres; and sheets.” 
Applicant appeals. 
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“Abbotsford” appears to be the name of a small town in Wisconsin; but 
primarily it is the name of a literary shrine in Scotland, which was once the home oi 
Sir Walter Scott. In this latter sense it is not clear that the word may properly be 
regarded as “merely a geographical name or term” within the meaning of the 
statute. Champion Spark Plug Co. v. Globe-Union Manufacturing Co., 24 C. C. 
P. A. 1088, 88 F 2d 970 [27 T.-M. Rep. 266]. It is in the same category with 
“Mount Vernon” and “Monticello,” both of which have been registered many times, 
though both are the names of towns in several states. It may be that such registra- 
tions are of questionable proprietry, but | have been able to find no published decision 
adverse to their validity. Also it may be that to the American public the small town 
in Wisconsin is more widely known than is the shrine in Scotland. Under the 
peculiar circumstances of this particular case, however, I do not think that possi- 
bility should be given much weight. 

In 1932 this same mark was registered to applicant for blankets, and its use on 
sheets reflects a normal expansion of applicant’s business. “Applicant is thus en- 
titled to the benefit of any reasonable doubt as to the registrability of its mark 
upon this latter application.” Ex parte Levi Strauss & Co., 571 O. G. 522, 64 
U.S. P. Q. 311. Since the instant case presents such a doubt, it is my opinion that 
the application should be allowed. 

For the reasons stated the decision of the Examiner of Trade-Marks is _ re- 
versed. 


FERROCART CORPORATION OF AMERICA v. VOGT (ALIEN PROP- 
ERTY CUSTODIAN, susstituTED ) 
Commissioner of Patents 


November 1, 1946 





TRADE-MARKS—CANCELLATION 
In the petition for cancellation petitioner asserts that it had become incorporated prior to 
the filing date of respondent's registration “Ferrocart” now sought to be canceled ;ethat the 
trade-mark “Ferrocart” is substantially identical with petitioner’s corporate name and con- 
sists merely in the name of the corporation; and that petitioner is injured by the registration. 
If no more than this were involved it would seem that petitioner would be clearly entitled to 
prevail. 
TRADE-M ARKS—CANCELLATION—MARK AND Use OF PETITIONER 
Cancellation petitioner was incorporated prior to filing date of registration sought to be 
cancelled, and registered mark is substantially identical with petitioner's name; by agreement, 
registrant sold mark and exclusive right to use it to petitioner and agreed to assign mark 
and not to interfere with petitioner invalidating mark, although petitioner agreed not to use 
mark on termination of agreement and would then reassign to registrant; agreement has not 
terminated ; petitioner is not mere permissive user or mere licensee and has not waived right 
to or become estopped from seeking cancellation; registration is canceled. 


Appeal from Examiner of Interferences. 
Trade-mark cancellation No. 4060 by Ferrocart Corporation of America against 
Hans Vogt (Alien Property Custodian, substituted), Registration No. 316,882, 


issued September 4, 1934. From decision dismissing petition, petitioner appeals. 
Reversed. See also 62 U.S. P. QO. 187. 
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Pierce, Scheffler & Parker, Washington, D. C., for Ferrocart Corporation of 
America. 

Richard P. Schulze, Washington, D. C., for Vogt (Alien Property Custodian, 
substituted ). 


VAN ARSDALE, A. C.: 


This is an appeal by petitioner Ferrocart Corporation of America from the de- 
cision of the Examiner of Trade-Mark Interferences dismissing petitioner’s ap- 
plication for cancellation of respondent’s registration of the trade-mark “Ferro- 
cart.” 

In the petition for cancellation petitioner asserts that it had become incorporated 
prior to the filing date of respondent’s registration “Ferrocart’” now sought to be 
canceled ; that the trade-mark “Ferrocart” is substantially identical with petitioner’s 
corporate name and consists merely in the name of the corporation ; and that peti- 
tioner is injured by the registration. If no more than this were involved it would 
seem that petitioner would be clearly entitled to prevail. However, respondent has 
pleaded and has made of record certain agreements entered into between the parties 
herein and has asserted that by reason of these agreements petitioner is estopped 
from attacking the registration and suffers no injury therefrom. The examiner 
agreed with respondent’s contention, stating as follows: 


The petitioner in its use of this notation has thus been a mere licensee and for this 
reason is estopped to set up an adverse interest in the mark against the respondent. Smith 
v. Dental Products Co., et al. (C. C. A. 7th) ; 60 U. S. P. Q. 260; (and cases therein cited). 

Moreover, it is the opinion of the examiner that the above quoted language of clause 
22 of the contract constitutes a definite waiver of any right which petitioner might other- 
wise have possessed to attack the validity of the registered mark in issue. Aside from 
petitioner’s status as a licensee, such a waiver, as previously pointed out, is deemed con- 
clusively to bar it from the relief sought in this proceeding. 


Accordingly, the examiner dismissed the petition for cancellation of the regis- 
tration. 


Petitioner contends that the agreement does not establish that petitioner has ever 
waived its rights to object or is now estopped from seeking to cancel the registration, 
but on the contrary affirmatively provides for petitioner securing registration of the 
trade-mark in its own name and thereby recognizes petitioner’s right to cancel 
registrant’s mark because unless the registration be canceled, petitioner cannot reg- 
ister the mark in its own name as contemplated by the agreements. An examination 
of the agreements becomes necessary. 

Petitioner became incorporated on February 17, 1934. The application for 
registration of respondent’s mark was filed March 17, 1934. A first agreement be- 
tween the parties is dated May 15, 1934. This has been superseded by an agreement 
between the parties dated January 13, 1936, and which appears to be still in effect. 

Extracts from this agreement which appear to be most pertinent are as follows: 


Whereas: 
(b) To the patentee has been registered the trade-mark Ferrocart under No. 316,882 


in the United States on the fourth day of September One Thousand Nine Hundred and 
Thirty-Four, and 
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(c) The patentee represents and warrants that he is the sole and exclusive owner of the 
entire right, title and interest in and to said. ... U.S. Trade-Mark, and that there are no 
liens and encumbrances with respect to the said .... Trade-Mark.... and 

(e) F.C. A. desires to hereby exercise the option granted to it under the said Purchase 
Option and License Agreement and purchase and obtain and the Patentee is willing to 
sell and grant and does hereby sell to F. C. A. the “Vogt-Patents” hereinafter described 
and does hereby grant to F. C. A. the sole and exclusive right to manufacture, use and sell 
within the “Territory” the “Vogt Inventions” hereinafter described and the sole and exclu- 
sive right to use within the Territory the said Trade-Mark subject to all the conditions 


hereinafter set forth. 
k * * 


4. Trade-Marks: 

The Patentee shall on demand of F. C. A. forthwith assign to F. C. A. at its expense 
the said Trade-Mark “Ferrocart” registered to him in the United States on the fourth 
day of September One Thousand nine hundred and thirty-four and to execute and do all 
such assurances and acts necessary or desirable for the purpose of duly effecting such 
assignment and F. C. A. shall further be entitled to apply for the registration in its own 
name and at its own cost of the said Trade-Mark in any and all countries comprised 
within the Territory 


3 * * 
22. Mutual Assistance in Patent Matters: 
Both parties hereto .... shall neither directly nor indirectly do anything which shall 
or may have the effect of preventing the Patentee or F. C. A., respectively, from... . 
invalidating the Vogt ... . Trade-Marks comprised herein. 


* a a 

35. Conditions after Termination of this Agreement: 

If at any time this agreement shall terminate .... all Vogt patents and whatever 
other patent and trade-mark rights which may have been assigned to F. C. A. by the 
patentee shall forthwith be reassigned to him at the expense of F. C. A., and F. C. A. 
shall execute and do all such assurance and acts necessary or desirable for the purpose of 
duly effecting such reassignment, that F. C. A. shall forthwith cancel the word “Ferro- 
cart” in its name and shall no longer use or allow others to use the said trade-mark ... . 


In the agreement respondent with full knowledge of petitioner warranted his 
sole and exclusive ownership of the trade-mark, petitioner expressed desire to pur- 
chase and obtain the trade-mark and respondent sold the trade-mark to petitioner 
and granted to petitioner “the sole and exclusive right to use” the trade-mark sub- 
ject to the conditions of the agreement. Respondent further agreed to assign the 
trade-mark to petitioner and that petitioner shall further be entitled to apply for 
registration of the trade-mark in its own name. Respondent also agreed not to inter- 
fere with petitioner invalidating the trade-mark. It was agreed that upon termi- 
nation of the agreement petitioner would no longer use the trade-mark and would 
re-assign the trade-mark back to respondent. Although these provisions regarding 
the trade-mark do not specifically name the registration of the trade-mark, it seems 
clear to me that the intent of the parties was to include the registration of the 
trade-mark with the trade-mark. 

The agreement does not state that petitioner is merely licensed and given per- 
mission to use the trade-mark during the life of the agreement but states that: 


The Patentee shall on demand of F. C. A. forthwith assign to F. C. A. at its expense 
the said Trade-Mark “Ferrocart” registered to him in the United States ....and F.C. A. 
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shall further be entitled to apply for the registration in its own name and at its cost 
of the said Trade-Mark.... 


Further, the agreement provides for reassignment of the mark and not merely to 
stop use of the mark. All this to my mind constitutes more than mere permission 
and mere license to use the mark, and contemplates full ownership of the mark by 
petitioner during the life of the agreement. In my opinion the agreement does not 
establish petitioner as a mere permissive user or mere licensee of a mark which is to 
be continued to be owned by respondent or to establish that by reason of the agree- 
ment petitioner has waived his right to or has become estopped from seeking can- 
cellation of the registration. It seems from the record that the agreement is still in 
force and neither party asserts otherwise. It does not appear why the registration 
has not been assigned to petitioner under section 4 of the agreement, but I do not 
consider that a showing as to this is necessary for adjudication of the issue here pre- 
sented. 


The decision of the Examiner of Interferences is reversed and the petition for 
cancellation is sustained. 


FERROCART CORPORATION OF AMERICA v. VOGT (ALIEN PROP- 
ERTY CUSTODIAN, susstituTEp) 


Commissioner of Patents 


November 26, 1946 


TRADE- M ARKS— TRANSFER OF TITLE 
Conveyance of title to trade-mark is not deficient as failing to convey good-will since trans- 
fer of mark is in connection with sale and transfer of exclusive right to make, use, and sell 
specific inventions, so substantial business and good-will thereof accompanies transfer of mark. 
TRADE- MARKS—APPEALS AND PETITIONS TO COMMISSIONER OF PATENTS 
It is not customary to grant oral hearings on petitions of this kind and no reason appears 
why an exception should be made in this case. 


Appeal from Examiner of Interferences. 
Trade-mark cancellation No. 4060 by Ferrocart Corporation of America against 
Hans Vogt (Alien Property Custodian, substituted), Registration No. 316,882, 


issued September 4, 1934. From decision dismissing petition, petitioner appealed. 
Reversed at 71 U. S. P. Q. 162. On petition for rehearing and reconsideration. 
Petition denied. See also 62 U.S. P. Q. 187. 


Pierce, Scheffer & Parker, Washington, D. C., for Ferrocart Corporation of Amer- 
ica. 

Richard P. Schulze, Washington, D. C., for Vogt (Alien Property Custodian, sub- 
stituted ). 

VAN ArSDALE, A. C.: 


Registrant requests rehearing and reconsideration of my decision of November 


1, 1946. 
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One assertion now made by registrant is that the agreement between the parties 
“does not convey good-will” and therefore no one “can properly regard the agree- 
ment as a conveyance of title to the trade-mark.” In the agreement the transfer of 
the trade-mark was made in connection with the sale and transfer of the exclusive 
right to manufacture, use and sell the products of the “Vogt Inventions,” and accord- 
ingly a substantial business and the good-will thereof accompanied the transfer of the 
mark under the agreement. 

The other points raised by registrant have also been considered but I am still 
of the opinion that my previous decision is correct. 

It is not customary to grant oral hearings on petitions of this kind and no reason 
appears why an exception should be made in this case. 

The petition is denied. 





EX PARTE ALBERT HOCHBERG COMPANY, INC. 
Conumutssioner of Patents 
September 27, 1946 


TRADE-MarKS—CONFUSINGLY SIMILAR 
Mark dominated by “Tommie Austin’ ‘is confusingly similar to “Tommy.” 
TRADE-MARKS—MARKS AND NAMES SuBJECT TO OWNERSHIP 
“Tommy” is registrable under 1905 Aet; it ismot*surname and it is common practice to 
register Christian names. 
PLEADING AND PRACTICE 
The principle is well established that the validity of registrations under the Act of 1905 may 
not be collaterally attached. 


Petition from Examiner of Trade-Marks. 

Application to register trade-mark of Albert Hochberg Company, Inc., Serial 
No. 459, 368, filed March 26, 1943. From decision refusing registration, applicant 
petitions. Affirmed. 


Clarence A. O’Brien and Harvey B. Jacobson, both of Washington, D. C., for appli- 
cant. 


FRAZER, F. A. C.: 


In view of a reference, the examiner rejected this application for registration of a 
trade-mark under the provisions of the Act of March 19, 1920. By this petition ap- 
plicant seeks a review and reversal of that action. 

Applicant’s mark is correctly described in the examiner’s statement as “con- 
sisting of the words or name ‘Tommie Austin’ in association with the pictorial rep- 
resentation of a five-pointed star across which is printed the word ‘Casual.’”” It is 
appropriated to women’s dresses. The reference registration is of the single word 
“Tommy,” likewise for women’s dresses. I agree with the examiner that appli- 
cant’s mark “clearly. is dominated” by the name “Tommie Austin,” and that, “al- 
though the spelling of the given name differs in the two marks, the pronunciation is 
the same and, in effect, applicant’s mark incorporates the registered trade-mark in its 
entirety.” 
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Applicant argues, however, that the registration is invalid, because it was effected 
under the Act of February 20, 1905, and the name “Tommy” is not distinctively dis- 
played. But “Tommy” is not a surname; and as was pointed out in the case of 
Ex parte Sawyer Electrical Manufacturing Co., 550 O. G. 573, 57 U. S. P. Q., 
148, “it is common practice to register Christian names.’ Moreover, the principle is 
well established that the validity of registrations under the Act of 1905 may not be col- 
laterally attacked. 

The decision of the Examiner of Trade-Marks is affirmed. 


WANTED 


Until further notice, we will pay the sum of One Dollar ($1.00) for each 


copy of the June, 1941, April, 1942 and the June, 1943 Reporter, delivered 
in condition for binding ; for two copies of the 1940, Index, 50 cents each. 


Copies of the Master Index, vols. I and II and vols. 28-30, any condition. 


Address : 


UNITED STATES TRADE-MARK ASSOCIATION, 
522 FirtH AVENUE, 
New York 18, N. Y. 
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DIGEST OF CASES, 1946— PART II 
I. TRADE-MARKS GENERALLY. 
1. NATURE OF TRADE-MARK RIGHTs. 


§ 1. Character of Right. 


a. Definition. 


A trade-mark may be assigned, licensed, or lent, as long as it remains associated in the public 
mind. Retailer may assign mark to the manufacturer of the article sold by the retailer, or a 
manufacturer may assign his trade-mark to one who sells the goods of the manufacturer. Sales 
agent can use manufacturer’s mark. 45 


The function of a trade-mark as a right appurtenant to a business or trade is to “designate 
goods as the product of a particular trader, and to protect his good-will against the sale of 
another’s product as his.” 199, 207 

The right to use a trade-name is a monopoly, as is a copyright or a patent. It carries with it 
the right to control its use in connection with a manufactured article and to prevent any com- 
petition that might destroy its value. It is a property right and the trade-name is property, no 
less so because it is intangible. 214 


Upon expiration of patent shape of bottle covered by design, patent is dedicated to the pub- 
lic. Patentee cannot extend its patent monopoly through the device of a trade-mark consisting 
solely of the shape of the bottle. 257 


Trade-mark is a species of monopoly, towards which the present climate of opinion is frigid, 
but Congress has shown its continued interest in trade-mark protection by the comprehensive, 
new codification of trade-mark law in the Trade-Mark Act of July 5, 1946, which not merely 
amplied the Act of 1905, but gave to this property right a legislative standing it had not had 
before. 271 


There can be no property right in trade-marks as such. 283 


Registration of symbol as a trade-mark under Massachusetts law gives it no right that it 
did not have at Common Law. 366 


§ 2. Extent of Right. 


b. As to Territory. 


Unqualified right of trade-mark owner to make a contract whereby it sells its product to be 
distributed under reasonable conditions calculated to protect the good reputation of its product 
which is sold under mark is not affected by the interstate or intrastate character of the commerce 
involved. 147 

§ 3. Taxation. 


Royalties are often characterized as rents and where they are based on an amount required 
to be paid each year for the total quantity of goods produced during the year, there is no question 
but that they are deductible as an expense incident to such product. 214 


Promissory note received in consideration of an exclusive and perpetual right to employ 


trade-marks on beer within a specific area are not ordinary income under Section 22 of the 


IRC, but receipts from the sale of capital assets. 230 
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2. WHat May BE A TRADE-MarkK. 


§ 1. Descriptive and Generic Terms. 


“Swooner” is not invalid as trade-mark for bobby socks and other feminine wearing ap- 
parel. 50 


“Car Shampoo” and “Auto Shampoo” are descriptive of automobile body cleaning compound 
and are invalid trade-marks. 121 


“Shave-Aid” is descriptive of styptic sticks and should not be registered under the Act of 
1905. 


“Man” is not descriptive of after shaving lotion, hair lotion and talcum powder. 153 


“Autograph” is not descriptive of lead pencils, mechanical pencils, and fountain pens. 159 


“Onyxsan” is not suggestive of quaternary ammonium antiseptic compound for pharmaceuti- 
cal purposes. 178 


No valid trade-mark can be acquired either at Common Law or under the 1905 Act for 
merely descriptive words. 250 


§ 2. Marks Publict Juris. 


If both parts of the mark are in the public domain, the mark is non-registrable under the 
Act of 1905. 167 


3. TitLe To A TRADE-MarK. 


§ 1. Assignment and Devolution. 


One who has developed a trade-mark as a guaranty of the quality of his merchandise should 
not be permitted to license its use apart from his business to those who may sell an inferior 
product. 207 


Transfer of trade-mark and copyrighted label as collateral security for contractual obliga- 
tions is valid and does not violate rule that transfer of trade-name is effective only when accom- 
panied by the transfer of product or business with which it is identified. 339 


Although defendants owned trade-marks, their value lay entirely in a public acceptance 
derived from plaintiff’s efforts and expenditures, and it would be unfair to subject plaintiff to 
defendant’s competition in the use of the names. 392 


Conveyance of title to trade-mark is not deficient as failing to convey good-will since trans- 
fer of mark is in connection with sale and transfer of exclusive right to make, use, and sell 
specific inventions, so substantial business and good-will thereof accompanies transfer of 
mark. 414 


§ 2. Abandonment. 


In event use of mark is resumed, the question of abandonment should be left open for con- 
sideration in any future proceedings between the parties growing out of events occurring subse- 
quent to the date of application in question. 378 


4. INFRINGEMENT. 
§ 1. Elements. 


In the case where neither mark is printed nor written in a distinctive manner, the question 
of confusing similarity is based merely on the words themselves. 20 


Defendant’s advertisement having word-mark, name, legends, and designs does not in 
fringe red circle, although it includes the red circle, which is not the distinguishing mark of 
defendant’s product advertised. Emphasis is on the mark and legend. Advertisement is carried 
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in trade magazine and read by professional buyers who know both plaintiff and defendant. 
Advertisement of defendant does not cause confusion. 30 





With essential qualifications, one infringes the trade-mark of another if the designation he 
uses to identify his goods is “identical with or confusingly similar” to another's protected 
trade-mark. 199 








To establish infringement, plaintiff need show only that the name adopted by defendants is 
so similar to its trade-mark as to be likely to cause confusion among reasonably careful pur- 
chasers. 271 











It is not necessary to constitute an infringement that every word of a trade-mark should be 
appropriated ; it is sufficient that enough be taken to deceive the public. 304 


Infringement consists of the unauthorized use of an identical mark, or a colorable imitation, 
of a mark which has already been appropriated by another by affixing such a mark to goods of 
the same or similar class. Siz 












































§ 2. Conflicting Marks. 


The following marks are held to conflict: 


"ORNS WU Mec NN a OS WW was cladicrd Sain oi Dainwiea wae see aeeN ds awed We bees 171 
~ESERME MENGE “GENE OESEMCEANE oc i acceea da ek bia sien ieeree ine ween eee eme tes 14 
“Hoiee baer Se “TRO Ease Bone” oc oes ii ices ecewt eve ceeeteeours Ween 304 
S@ARMe atte CGNOUER. xb Satie yacee eta cucdeeaneeeaa is deme wate eae 33 
SCUMMEIOWE Se CITROEN Shoe Se Leh eee checks Meee ui we resees saree 130 
EOBOMGG (MOA RICRNION 556252 5e sooo Sete caeicawalceo we an dulncee eeeeee eeu 173 
TEESE (SMD: CAEN cc a. chiens rae wc wn a wie seule moawaeae aa teee eens 153 
EGE, SG RENO 3c Co ut loa wens oe sadn u toa a belbbion a nalera sme aeere anes 157 
EARTIIEE WAND “RO WOREAINE oi S8sc cei iw tucaneieddeesne ktaeae ease eon aen 271 
“RRCNO- SM MMO coc cardi eancednis decease Adina wemnetus tees 319 


OCR GM “TRGRNA Soa Radaiew nad we sioem eddies wes ancutecele beeniea aa een 260 
PACCLING GNM SE CCOMUIR «ses Skin Ca a Oe hi seein tax ak aimee 42 
HUOMIS GE “AM ROSIN odohe tos Sciniareckinzd. Kar turnlece Gawnn bad w ee Seine weee ae can 264 
REC “GIME AMEOD 5 hie ce os bcc lee sage slic ae NS Oe eure eawers weneebesee eee 67 
A” GAME LOREM 505 bit asco sa ca wawede eae each weeds dames aeel eed nena 164 
“SGnenne Maven ane “Sunshine and “Sinbedii occas cccscseeddestiseecnawes 161 
une Genminee” “BIE “OURIOER oicice ccc ccanccwetwecde cavemen uedeoanewerens 38 
WE OMIG PAUSE GaN OMI ed si srdncis acwe-o-saeleud da Mainlna Ka had eae omen emeaes 415 


“Triton” and “Tritex Crystals” 





The following marks are held not on conflict: 


"Cally box sh Stokime Locks’ 6 “Scoly LOk cic ce cancasatedaeusixksisenes 96 
NR GENO EE cg dais 4 wi Sivan DAO RawWioe Oe wow eeNeR Ree mae eR ate Se eteneeees 142 
“RE SED “ER: SOE ov isbwi dc eccncsssewesseuacanasdsieed tea 48 
“Etsiee-Greine” ‘Silt’ “Eee ORME we ons dcec ae ceweretasawenetedevideeuwenes 250 
“Neco eae Se “PEACE | Sede iseclbs taweiiewrieiw cS peewee ees waaes 400 
“Miners Lelliputian: Shopee” and “Linputian: Bazaar” «oc .ccc cds ccs deawcecwgceus 308 
"EEG GUN OE dare cew ds cimide cet asdsnns Uies camden dana wow maaanmeeue ame tae 179 
“Onyxsan” and “Derma-San,” “Deo-San,” “Minto-San,” “Cabinet-San”............ 178 
"Eimr Com df “Porar Bom aiid “Coca-COlk”  cccsekeacinwavaieawivcctdennoees 7( 
a OE Cr ON OO isikcdsiecaadesdsessewiiaydieieee ade 312 
eee EE Dkk kd ede shedeecicnessenewueag cep aeesiaeane ees 213 


“Sun Drop” and “Sun-Tang” 






§ 3. Goods of Same Descriptive Properties. 


Paper toilet seat covers have the same descriptive properties as toilet tissue and paper 
towels. 140 
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Styptic sticks have the same descriptive properties as shampoo, but goods differ so widely 
in their essential characteristics that their concurrent sale under the marks in question would not 
lead to confusion. 143 


Dresses have same descriptive properties as ladies’ hosiery, negligees, underwear for men, 
women, and children, and sleeping garments for men, women, and children, namely pajamas, 
night gowns, bed jackets and night caps. 157 


Alkaline water softening composition for use in washing bottles in dairy, brewery, and 
carbonated beverage industries has the same descriptive properties as soap in powder, flake 
and bar form. 171 


Lotion and cream for skin is substantially identical with almond cream, cold cream and 
vanishing cream. 175 


Cough syrup does not have the same descriptive properties as disinfectants, cleansing prepara- 
tions and deodorants. 179 


Antiseptic mouth wash has the same descriptive properties as thyroid extract preparation 
in tablet form for the treatment of goiter, obesity and kindred ailments. 204 


Whether the goods are of the same “descriptive properties” depends upon whether they are 
so related as to fall within the mischief which equity would prevent, or as might naturally be 
supposed, to come from the owner of the trade-mark, or near enough alike to confuse its 
customers, and are not too foreign to the trade-marked goods. 304 


Imitation extracts and flavors for food flavoring have same descriptive properties as 
canned fruits of all kinds. 319 


Since goods are not of the same descriptive properties it is immaterial that appellant was 
subsequent to appellee in adopting and using its mark, or that appellant’s mark is identical 
with the first word in that of appellee. 351 


The use of the word “Sunkist” by the defendants is likely to cause confusion or mistake 
in the minds of the public and to deceive purchasers. Bread belongs to the same general 
class of merchandise as the fruit and canned fruits and vegetables marketed by plaintiffs. De- 
fendants’ bread bearing the word “Sunkist” as used by the defendants would naturally or reason- 
ably be supposed to come from plaintiffs. 388 


5. Suits For INFRINGEMENT. 
§ 1. Jurisdiction. 


A substantial allegation of the registration of a trade-mark under the Act of 1920 is sufficient 
to give the District Court jurisdiction of merits. 283 


In view of the provision of the Federal Rules of Civil Practice 12 the issue of jurisdiction is 
not waived by answering on merits. 363 


While within recent years courts have adopted a more liberal attitude toward suits against 
foreign corporations, it is still law in the Second Circuit that the court has no jurisdiction over a 
foreign corporation which merely rents showroom and office space in the State and employs 
salesmen to procure orders to be forwarded to the home office for shipment of the goods. 363 


If plaintiff is entitled to succeed upon the basis of the Federal Statute with respect to trade- 
marks, it will not be incumbent upon the plaintiff to show that $3,000 is involved in this contro- 
versy; but if he cannot succeed on the basis of the statute but seeks to succeed upon the basis 
of diversity of jurisdiction, they will have to show that $3,000 is involved. 401 





DIGEST OF CASES—PART Il] 15 


saa a aaa 
§ 2. Pleading and Practice. 


The allowance by an appellate court of a petition for permission to file a bill of review in the 
trial court is addressed to the sound judicial discretion of the court and should be exercised 
cautiously and sparingly and only in cases where it is clearly demonstrated that the interests of 
justice will undoubtedly be served thereby. 93 


Ordinarily examinations before trial are held in the order in which they are demanded and the 
defendant would be entitled to examine first. However, this may be varied in particular cases. 137 


Where facts are disputed on motion to dismiss for lack of jurisdiction over the defendant, the 
court refers case to a Special Master to hold hearings and report findings. 253 


§ 3. Evidence. 


Plaintiff must prove that the defendant knew that retailers made a practice of palming off 


defendant’s goods for plaintiff's. However, tenuous evidence would establish a prima facie case 
of 


fraud if practice of substituting defendant’s goods for plaintiff's was general; for defendants 
cannot shut eyes to facts which must have been known to them. 84 


The fact that certain retailers offered to sell investigators “Sky Mail” when they requested 
“Sky Rite” is no evidence that an ordinary prospective purchaser, exercising due care, would 
have been deceived into accepting “Sky Mail” thinking that he was getting “Sky Rite.” 199 

§ 4. Defenses. 


a. Fraud and Misrepresentation. 


There is a presumption that plaintiff’s hands are clean. 


Where similarity of marks is established, good faith is no defense. 
b. Res Judicata. 


The decision of the Patent Office in sustaining oppcsition proceedings in infringement suits 
involving the same marks is not res judicata. 30 


§ 5. Relief. 


a. Injunction. 


Court will not enjoin plaintiff from prosecuting or threatening to prosecute against defendant, 
his agents, vendee and others in priority with him for trade-mark infringement or unfair com- 
petition, which in the instant case court holds not to exist, since there is nothing to indicate that 
plaintiff will not abide by court's final decision. %6 


Injunction against trade-mark infringement is not refused because plaintiff's business is large 
and defendant's is small; one cannot ride on another’s coat tails in the process of becoming bigger 
and cannot grow through use of another’s congenial symbol. 271 


On hearing for a preliminary injunction, the only issue is whether there is any risk of a viola- 
tion of plaintiff's rights until such time as there can be a hearing on a permanent injunction. 401 


The plaintiff did not notify the defendants of its position until two years after knowledge of 
the defendants’ business was legally imputed to it, but delay alone is not sufficient to bar grant- 
ing of an injunction; the defendants here have shown no damage, no change of position in re- 
liance upon the plaintiff's failure to act; the plaintiff is not guilty of laches or estoppel and 
he injunction is granted. 404 


b. Damages. 


Court refuses punitive damages despite defendant’s wilful and fraudulent unfair competition 
in palming off. Punitive damages can only be recovered where plaintiff can show proof of actual 
damages. 84 
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In absence of statute the function of a court of equity in the award of damages is confined to 
compensation and does not include the authority to award damages in the nature of a penalty. 
He who appeals to a court of equity for relief waives vindicative damages. 84 


c. Accounting of Profits. 


In accounting following appeal to the Circuit Court of Appeals and the Supreme Court from 
interlocutory judgment, this court is bound by the law of the case as previously determined. 359 


The trade-mark owner is entitled to recover the profits to be accounted for by the infringer, 
and in addition any damages sustained as a result of the defendant’s unlawful acts. 359 


General rule is that profits carry interest from date award is liquidated and not from date of 
There is no basis for exemplary award where infringement was not wilful. 359 
d. Motion for Summary Judgment. 


In considering a motion for summary judgment, the pleadings upon which the motion is based 
are to be liberally construed in favor of the party opposing the motion, and the facts alleged 
must be taken as true. The motion should be sustained only where there is no genuine issue 
as to any material fact and the moving party is entitled to a judgment as a matter of law. 45 


II. REGISTRATION OF TRADE-MARKS. 
1. Errect oF REGISTRATION. 


Plaintiff has California registration for trade-mark “swooner” as applied to feminine wearing 
apparel including bobby socks; although plaintiff has not used mark on bobby socks still it is 
entitled to an injunction against the defendant’s use of mark for bobby socks. 50 


Registration of a trade-name in accordance with the Massachusetts trade-mark act does not 
confer any rights in addition to the Common Law rights. 70 


Registration is prima facie evidence of applicant’s exclusive ownership of the mark as applied 
to all goods of the same class as those named in the registration. 140, 173, 177 


Registration under ten-year proviso is “entitled to exactly the same treatment and protection 
as any mark registered under the main provisions of the Act of 1905.” 213 


§ 1. Under Act of 1920. 


The mere name of an article of commerce is not registrable as a trade-mark for that article 

under the Act of 1920. 100 
2. THE APPLICATION. 

On appeal from refusal of 1905 Act registration, applicant’s request that examiner be author- 

ized to accept amendment of drawing to disclose mark as displayed on labels and be directed to 


grant registration under 1920 Act, is denied. These are matters for consideration by the examiner 
in the first instance which may not properly be adjudicated in the present appeal. 158 


§ 1. Disclaimer. 

It is necessary to disclaim nonregistrable words in composite marks. However, no mark is 
registrable under Act of 1905 unless such mark includes one element registrable exclusive 
disclaimer. 

§ 2. Right to Oppose. 


Failure to sue did not deprive opposer of statutory right to oppose the registration of its name 
as a trade-mark. If there has been laches, applicant is the guilty party for he should have applied 
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for registration before “Safeway,” through extensive advertising, had come to be regarded by 
the public as merely opposer’s corporate name. 140 
§ 3. Abandonment of Conflicting Registration. 


An application to register may be abandoned by the applicant at any time as a matter of 
right, but unless the trade-mark involved is likewise abandoned one who has previously filed 
notice of opposition to the application is nevertheless entitled to have the case proceed to judg- 
ment. 261 


3. REGISTRABLE MARKS. 


§ 1. Descriptive and Generic Terms. 


The following marks are held descriptive of the goods and hence unregistrable: 


“Car Shampoo” and “Auto Shampoo” for automobile body cleaning compound...... 121 
“wee SE Ee TN AOI sini on ks dckcee eennaseesingnsadisiddescsiae 25 
" Diipatiais. “FOP  CHHGEOUS CLOUT a5 arc oe ces rai aletwa nice Raina Cow emake we eanens 308 
ge TR ee ee ee eT Pee mere eee Mn ree 250 
“One Buck 10F WOK BIOVES: tO SHOW BEICE coi. < soc edciesha wee en bed coeeeleances 317 
“Rustavoid” for petroleum ods atid S¥GGs€s: occa cciniccnnse ota dikesinddccdcacaas 265 
SUAVE" PIIG. TOR. SEVPMIECIEIERS (oc scree er un cetiods boc oome eee haee eae oe a eet 143 
“So-Grape” and “Nugrape” for nonalcoholic maltless beverages ..............005- 164 
The following marks are held not descriptive of the goods: 
PEO CAL” LOR ASNOES? eo 5c oiicceG eed a aoe aaah orotate Hawa se Wate Be ae eee 99 
“Autograph” for lead pencils, mechanical pencils and fountain pens ................ 159 
“Treot Lass: Bowie fos Ged Oat ioc os cctv ee eee hacen xiac Saeere a eee 304 
“Man” for after shaving lotion, hair lotion and talcum powder ................00- 153 
“Medico Pedic” with “For Foot Health” for shoes: .<<csicceicsedecs iti ciscecnet 400 
“Onyxsan” for quaternary ammonium antiseptic compound ..................-000 178 
“weventeen for mandante fOr tte ade Git IS) cies s v.dccia wets e Role Sadees ws weewraneae 283 


Amino acid preparations for use in treatment of nutritional disorders have the same descriptive 
properties as medicinal preparations for internal use, said preparations consisting of metabolic 
stimulant and cellactivating agent particularly useful in the treatment of disease due to de- 
ficiency in diet. 138 


No valid trade-mark cun be acquired either at Common Law or under the 1905 Act for merely 
descriptive words. No one may appropriate exclusively for his own goods words which are 
descriptive of a product or a quality or characteristic thereof. 250 


Lady’s hand with fingers extended into open jar of deodorant is descriptive of cream 
deodorant. 263 


§ 2. Proper Names. 


“Susie Cucumber” not registrable as the nom de plume of a writer, is not a trade-mark for 
his writings. 38 


“Tommy” is registrable under 1905 Act; it is not a surname and it is common practice 
to register Christian names. 415 


§ 3. Functional Feature of Goods. 


Broadly speaking, corsets, corselets, girdles, bandeau, garter belts, corset combination, 
foundation garments and brassieres have same descriptive properties as hosiery and underwear 
for men, women and for children, said underwear being of knitted or textile fabric. However, 
the goods are sufficiently different to permit sale under slightly similar marks without likelihood 
of confusion. 101 
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Specific differences between fresh fruits and canned or dried fruits are so slight as to be 
inconsequential in determining the question of probable confusion between trade-marks. 161 


Leg make-up and suntan lotion are closely related merchandise, and if not actually competi- 
tive, they are clearly of the same descriptive properties. 260 


§ 4. Geographical Terms. 


The destruction of the brand or trade-name containing the word “Canadian” is not warranted 
when accompanied in immediate conjunction with suitable statements which clearly and con- 
spicuously inform prospective buyers that products are brewed in the U. S. A. 107 


In view of the size of the plant which opposer has at Beacon, N. Y., many people would be 
familiar with such plant and on seeing fiberboard and paper containers bearing such designation 
would primarily attribute a geographical meaning to the word “Beacon” rather than some other 
meaning. 266 

The provisions of the Trade-Mark Act of February 20, 1905, draw no distinction as to the 
size of towns, and it is not incumbent on the court to draw a line with respect to the general 
knowledge or size of cities, towns or villages; had Congress intended distinction it would have 
so expressed itself. 

“LaTouraine” written as a single word is not merely geographical. A a 

By 15 U. S. C. 85 (b) Congress denied registration of geographical terms only where naime 
is “merely geographical’; courts have consistently held, that when the name is used in 
“arbitrary” or fictitious sense, it may be the subject of a valid trade-mark. This judicial con- 
struction has received legislative approval by Section 2(e) of 1946 Act. 271 


an 


Manufacturers of wearing apparel do not, because their factories and places of business are 
in the State of California have a proprietary right to the use of the word “California” or “Ca 
fornian” in their business names or on their merchandise. 293 


The name “Sun Valley” is geographical. 370 


J 


Mark dominated by geographical word which is also surname is refused 1905 Act registra- 
tion despite applicant’s statement that registration is needed to obtain adequate foreign registra- 
tion. 1920 Act registration would be adequate for the applicant’s purpose and for all that ap- 
pears mark may be so registered. 409 


Abbotsford is the name of a small town in Wisconsin but primarily it is the name of a literary 
shrine in Scotland and as such is not merely geographical 
§ 5. Conflicting Marks. 


“Susie Cucumber” is confusingly similar to “Susie-Q.” 


~ 


That cited registered marks differ from one another to no greater extent than does appli- 


cant’s mark differ from each of them is no justification for adding another confusingly similar 
mark to those already registered. 


99 


“Vanity” with conventional peacock is not confusingly similar to picture of peacock with or 
J @ t 
without “Strutwear.” 101 


Similarity of marks is immaterial when goods are not of the same descriptive properties 
in the sense of the statute. 102 


“Celdura” is confusingly similar to “Cordura.” Marks are coined words, being similar in 
sound, meaning and appearance and have identical first letter and last two syllables. 133 


“Tntromin” is confusingly similar to “Cytamin” being as much like it as “Dent-A-Min” which 
court held similar. 138 
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“Flix”-absorbing pads for use in removing oil and grease from the hands and from metal 
objects, held not to be confusingly similar with “Flit” for a preparation appropriated to liquid 
cleansing compounds and detergents for use on glass, porcelain, tile, and the like and for 
laundering operation. 142 





“Huntsman” is confusingly similar to “Sportsman.” l 


Jt 
ww 


Js 





“Sunshine Ranch” above disclaimed “Brand” and with landscape used as ornamentation is 


confusingly similar to “Sunshine” and “Sunbeam.” 161 










“Sani-Glas,” “glas” being disclaimed is confusingly similar to “Sanitop.” 167 






“B. W. C.” is confusingly similar to “R. C. W.” 171 






“Desoxyn” is confusingly similar to “Desynon.” 







“SRF” in script is confusingly similar to “S-K-F.” 175 
“Vimpro” is confusingly similar to “Vim.” 


“Thy-Rin” is confusingly similar to “Thyractin.” 







“Slick Stick,” “stick” being disclaimed for shaving stick is not confusingly similar to “Chap 
Stick” for medicinal purposes for chapped skin, sunburn, and hangnails. 213 


“Mexitan” is confusingly similar to “Mulsitan.” 












“Dominant Resis Toe” above “Safety Shoe” is confusingly similar to composite mark 
“Resistol.” 264 









Old registration of a similar mark to another adds nothing to the registrability of applicant’s 
mark. 317 





§ 6. Corporate Names. 
The law will protect a corporation with a prior lawful entry into a field under a legally 
adopted name and by a prior appropriation and use thereof. J22 
“Clarifoil” is confusingly similar to “Clar-Apel” below oval containing “DuPont”; “Clarifoil” 
and dominant “Clar-Apel” are coined words and are similar in sound. 130 
“Susie Cucumber” appears only as a signature to the letters described in the application. The 
letters, including the name, are copyrighted, and upon expiration of the copyright will become 






7. Coined Terms. 













8. Monopoly. 


public property. To register the name as a trade-mark would enable applicant to perpetuate 
her monopoly. 38 








4. OPpposiTION. 









§ 1. The Opponent. 


Opposer has used the same mark since 1931 for mechanical pencils and fountain pens. Appli- 
cant registered mark in 1920 for lead pencils. Lead pencils have same descriptive properties as 
mechanical pencils and fountain pens, and applicant is entitled to register mark for the same 
goods on which use began in 1943. Confusion is of opposer’s making: remedy is for the opposer 
to adopt a different mark. 158 







Opposer’s attorney gave notice on record that the name of the opposer be changed to that 
of the corporation. Corporation has not opposed and mere substitution of its name for that of the 
opposer did not supply missing allegations of notice necessary to support judgment in its . 


favor. 318 
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Opposer owned mark at time application was filed. Applicant therefore was not entitled 

to registration. But opposer cannot be damaged by registration unless it resumes use. 378 
§ 2. Pleading and Practice. 

Testimony of opposer as to use of the mark on specific goods should be disregarded since use 


on such goods was not specifically pleaded in the notice of opposition. 102 


Citation of decisions involving other marks is of little value in opposition since each case must 
rest on own distinctive facts. 153 


Applicant’s answer to notice of opposition has placed in issue the question of appellan 
ownership of the mark “Vadco” and it is incumbent on appellant to prove the same. 


t 
5 


After filing notice of opposition, Commissioner of Patents grants request by Examiner of 
Trade-Marks that jurisdiction be restored to him to reconsider registrability. 175 


With notice of appeal from the examiner’s decision sustaining opposition, applicant sub- 
mitted amendment to the application changing description of goods, but since opposer objects to 
the amendment, its entry is refused by Commissioner. 315 


The principle is well established that the validity of registrations under the Act of 1905 may 
not be collaterally attacked. 415 


5 f. KK. 5. ee. 


Having failed to appeal from District Court’s decision, defendant is bound thereby as is the 
Patent Office. 66 


§ 4. Evidence. 


That goods are sold to discriminating class of purchasers and not to the general public, is not 
controlling if marks are so similar as to be likely to cause confusion. 130 


The absence of actual confusion is not a controlling factor in an opposition proceeding for 
the reason that the statute prohibits the registration of mark that is “likely” to cause con- 
fusions. 133 


It is a matter of common knowledge that the ordinary person in making a purchase of such 
an article as after shaving lotion is not likely to remember, nor is he bound to look for and 
analyze the details of the respective marks and labels of competing vendors, even if he should 
happen to know as a matter of fact that there are competing vendors. 153 


Parties stipulate that 150 marks including “Sun” have been registered for similar goods, 
registrations cannot be construed to show that inclusion of “Sun” in marks does not render 
them confusingly similar; ignoring registrations and taking judicial notice of common sense, 
Commissioner held that neither party can be entitled to a monopoly of the word “Sun.” 161 


5. CANCELLATION. 


Registration to a competitor of its corporate name is manifestly injurious to any corporation 
and such registration may be cancelled. 26 


In the petition for cancellation petitioner asserts that it has become incorporated prior to the 
filing date of respondent’s registration “Ferrocart” now sought to be canceled; that the trade- 
mark “Ferrocart” is substantially identical with petitioner’s corporate name and consists merely 
in the name of the corporation; and that petitioner is injured by the registration. 411 
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III. UNFAIR COMPETITION. 
1. NATURE AND BAsIs oF WRONG. 


§ 1. Definition. 


Plaintiff does not have the right to appropriate to himself words of common usage so as to 
I 
prohibit defendants from using them in advocating the purchase of their products. 40 


§ 2. When Present. 


Massachusetts does not hold that in cases of unfair competition, direct competition is neces- 
sary, but to the extent of holding that in particular circumstances the absence of actual compe- 
tition may indicate that there was in fact no likelihood of confusion of source as between the 
parties’ products. 30 


The mere fact that defendant derives benefit from the good-will and merchandising efforts 
of plaintiff does not entitle plaintiff to relief under principles of statutory trade-mark infringe- 
ment or principles of unfair competition embodied either in the non-statutory law of Massa- 


chusetts or in the non-statutory law developed by federal courts. 70 
§ 3. Intent. 


3efore one who supplies another with the instruments by which another commits a tort can 
be held as a wrongdoer or contributory infringer, he must be shown to have knowledge that the 
other will or can be reasonably be expected to commit a tort with the supplied instrument. The 
test is whether wrongdoing by the purchaser “might well have been anticipated by the de- 
fendant.” 70 


Likelihood of confusion is the test in determining whether trade-mark infringement and unfair 
competition exist; the fact of anyone being actually deceived is unnecessary and actual intent 
to defraud need not appear. 403 


2. UNFAIRNESS IN COMPETITION. 


§ 1. Names. 
a. Proper Names. 


Not only a geographical name, but a family surname as well may acquire a secondary mean- 
ing in a trade and become entitled to such protection as is practically possible and reasonably 


necessary to prevent deception 123 


DB: Ce rporate Names. 


It is well established that even an individual cannot use his own name in a way that causes a 


fraud on the public. Where a corporation is involved the courts have strictly applied the rule. 182 
c. Trade-Names. 


The words “Juvenile Shop” displayed by the defcndant up 


n its store windows is so similar 
to complainant’s long established trade-name as to create a false impression in the minds of 
ordinary individuals exercising the usual precautions. 55 

Since “Gould” and symbol had meaning in the trade signifying business made by Gould and 
successors, “Gould” is entitled to protection for both name and symbol. 365 


d. Similar Names. 


“Porcelite”’ and “Porcelene” are so deceptively similar in appearance and sound that their 
use in the same field of business is likely to cause confusion in the minds of the buying pub- 
lic. 42 
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“Lorraine” for coffee does not infringe “LaTouraine” for coffee. No evidence of unfair com- 
petition exists as “LaTouraine” does not have a secondary meaning, nor would purchaser be 
confused as to the source of product. 48 


“Polar Cola” and “Polar Kola” do not infringe plaintiff's common law or statutory rights 
in the mark “Coca-Cola.” 70 


“Electric Motor Maintenance Co.” does not unfairly compete with “The Maintenance Co., 
Inc.” 128 


“Whispering Grass” does not unfairly compete with “Whisper” on dissimilar bottles and dis- 
similar labels. 257 


§ 2. Advertising. 


Defendant’s advertisement having word mark, name, legends, and designs does not infringe 
red circle although it includes the red circle, which is not the distinguishing mark of defendant’s 
product advertised. Emphasis is on the mark and legend. Advertisement is carried in trade 
magazines and read by professional buyers who know both plaintiff and defendant. Advertise- 
ment of defendant does not cause confusion. 30 


Ordinarily there can be no infringement and no unfair competition or unfair trade practice 
as between the publisher of a magazine and the manufacturer of women’s clothing. But defend- 
ant unfairly competes where plaintiff, publisher of “Seventeen” magazine for teen age girls, pro- 
motes sales of dresses advertised in magazine by use of store advertising featuring ‘“Seven- 
teen.” 283 


The fact that defendants may have been authorized to sell National Oil Burners delivered by 
plaintiff’s predecessors between 1935 and 1941 and to use the advertising matter in connection 
therewith does not give the defendants in 1946 the right to use the advertising matter in the sale 
of burners not sold to them by plaintiffs or their predecessors. 396 


§ 3. Confusion Between Goods. 


The court feels no unfair competition exists. The term “Auto Shampoo” occupies a minor 
p 

place on both labels. The prominent words “Hurricane” and “Turco” differ and labels are 

certainly different in design. No purchaser could be misled. 121 


Although plaintiff’s “Pace-Maker” is an original design, it is in the public domain and de- 
fendant may copy all its feature and sell it in the open market in competition with plaintiff's 
slip. But defendant cannot deliberately simulate plaintiff's trade-mark with the intent to cause 
the consuming public to believe that the “Joy-Maker” slip was the same garment as that adver- 
tised and known as “Pace-Maker.” 210 


While no proof was offered as to the fact that defendants’ plugs were actually “palmed off” 
a new and original Champion plugs or that any purchaser was induced to buy those plugs relying 
on a representation that they were as serviceable as new ones, yet the kind of merchandising 
employed might enable dealers to “palm off” defendants’ plugs as new ones and thus mislead the 
public. 383 


The defendants have a right to sell them as such provided they make known to the public 
that they are second-hand and reconditioned and that the defendants—and not the plaintiff—have 
repaired the original plugs. 383 


§ 4. Misrepresentation. 


The emphasis by defendant on the name “Reiss” and on the color red show an intent to have 
its goods confused with the goods of the plaintiff. But even in the absence of such a showing, 
fraudulent intent would be presumed from the continued use by the defendant of its corporate 
name and Reiss Bros. after notice of plaintiff’s objections. 182 
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Defendant may market its colognes in bottles covered by expired design patents of plaintiff 
provided it does not lead a reasonably prudent purchaser to believe that they contain the prod- 
uct of the plaintiff. 257 


Although the geographical name “Sun Valley” has not acquired the status of a trade-name 
or is capable of being a trade-mark as now used by the complainant, its right to the name may 
be afforded a limited degree of protection as against the defendants if they have been guilty 
of fraud or unfair competition. 371 


Majestic Hotel and Restaurant Supply Company unfairly competes with Majestic Manufac- 
turing Company since parties deal in same goods and there is likelihood that persons may be 
deceived by all of former name into believing that there is a connection between parties. 403 


§ 5. Secondary Meaning. 


Not only a geographical name, but a family surname as well may acquire a secondary meaning 
in a trade and become entitled to such protection as is practically possible and reasonably neces- 
sary to prevent deception. 123 


“Ideal” has no secondary meaning identifying plaintiff “Ideal Publishing Corporation,” and 
no likelihood of confusion or deception is shown. 162 


Where geographical name has secondary meaning, indicating not only origin of manufacturer, 
but the name of manufacturer or quality of article made in that locality, name is protected 
against all using it to indicate their products who are not manufacturing within the same 
geographical limit. California has no such secondary meaning in wearing apparel field. 293, 370 


“Saxony” is geographical and has secondary meaning when associated with wool. 312 


The trade-mark “Sunkist” and “Sun-Kist” are purely fanciful in character, and to the 
public in general have acquired a secondary significance of being related to and associated with 
plaintiff's products only. 389 


The question whether a mark has acquired a secondary meaning is one of fact. 402 


Where the name has no secondary meaning as indicating highest quality, there is no unfair 
competition on defendant's part by sales under the same name of goods of a lower quality 
processed by the plaintiff. There must be a passing off of an inferior article for a superior 
article. 402 


3. Suits For UNFAIR COMPETITION. 
§ 1. Jurisdiction. 
The fact that a foreign corporation is doing business in this state without having obtained 
the certificate of authority required does not stop it from maintaining unfair competition sent 


against a domestic corporation or foreign corporation authorized to do business here if the de- 
fendant adopted its name in fraud of plaintiff's right. 62 


The statutory basis for federal court jurisdiction is that the acts complained of must be 
interstate in character. 147 


In action in a federal court between citizen of the same state for infringement of mark regis- 
tered under 1905 Act, and for unfair competition, it is unnecessary to decide whether “Liliputian 
Bazaar” is a proper subject for federal registration, for it is settled that registration does not 
enlarge the plaintiff’s substantive rights but merely confers jurisdiction on the court and gives 
certain procedural advantages. Here the registration furnishes a substantial ground for juris- 
diction, and the court clearly has incidental or pendent jurisdiction to adjudicate unfair compe- 
tition claim. 308 
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The jurisdiction of this court is based on the diversity of citizenship of the parties and there- 
fore the substantive law of the state is to be applied in determining the issues of this case. 370 


§ 2. Pleading and Practice. 


The allowance by an appellate court cf a petition for permission to file a bill of review in the 
trial court is addressed to the sound judicial discretion of the court and should be exercised 
cautiously and sparingly and only in cases where it is clearly demonstrated that the interests 
of justice will undoubtedly be served thereby. 93 


The Federal Trade Commission has wide discretion in choice of remedy. Where the com- 
mission ordered. discontinuance of use, as being deceptively descriptive of a registered trade- 
mark adopted without fraudulent design, the court may only determine whether the commission 
made allowable judgment in the choice of remedy. 117 


In Massachusetts state courts no amendment in the nature of a supplemental bill is needed 
since the defendant’s wrongful acts and the reselling damage were sufficiently alleged in the 
original bill. 123 


In accounting, plaintiff may present evidence of violations of the decree, but not on any 
matter as to which opportunity to present evidence has heretofore been given. 165 
Under Rule 56 of the Federal Rules of Civil Procedure, summary judgment of dismissal 


may be granted in an action for an injunction in which unfair competition is alleged. 293 


case in chief. 370 


Plaintiff may not proffer rebuttal testimony to show that which was substantive part of its 


Partial defense pleaded as complete defense is insufficient and is stricken out by New York 
State Court. 
§ 3. Evidence. 
Summaries of evidence relevant to the several objections made by the master under Rule 90 


of the Superior Court (Mass.) can be used only to determine the question of law whether the 


i 


evidence warrants the finding. 123 
§ 4. Defenses. 

[finn cientlaciis ni sameness ahlicshe ‘ faith jis 1 fe 7 

Where similarity of marks is established good faith is no defense. 2/1 


In action wherein plaintiff complains of defendant’s use of “Acme” in business name, de- 
fendant cannot bring defense that there are many local corporations having “Acme” in corporate 
name. 322 


a. Res Judicata. 


The decision of the Patent Office in sustaining opposition proceedings in infringement suits 
involving the same marks is not res judicata. 30 


aces SE 
§ 5. Relief. 


a. Injunction. 


The defendant cannot justify use of plaintiff's mark on ground that the volume of the plain- 
tifi’s business is comparatively small or that the defendant was unaware of competition between 
his products and those of plaintiff. Defendant is enjoined. 14 

Where a descriptive word has been before the public so long and to such an extent as that it 
would be unjust for anyone to simulate it, and thus enable his goods to pass off as the goods 


of another, equity, which looks to the substance and not the mere form of things, will prevent 


the use of such words and give the complainant relief by way of injunction. 5 
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DIGEST OF CASES—PART II 





Court will not enjoin plaintiff from prosecuting or threatening to prosecute against de- 
fendant, his agents, vendee and others in priority with him for trade-mark infringement or un- 
fair competition, which in the instant case court holds not to exist, since there is nothing to 
indicate that plaintiff will not abide by court’s final decision. 96 


Courts are naturally reluctant to wholly forbid a man to do business in his own name, but 
will grant an injunction if circumstances require it to prevent deception. 123 


Plaintiff is entitled to permanent injunction enjoining defendants from further use in any 
manner whatsoever of the word “Seventeen” in the manufacture, sale, distribution and advertis- 
ing of their dresses. 284 


Court will grant injunction against use of Acme Chemical Company and Acme in business 
selling deodorants or deodorizing equipment. Although goods are not directly competitive, 
actual competition in the market is not essential to unfair competition though only slight confusion 
is shown comparison of names and character of the business shows likelihood of future con- 
fusion. 322 


Defendant is enjoined from selling “Gould” oil burners not made by plaintiff, but injunction 
is modified to permit sale under “Gould” name of burners, including second-hand burners, made 
by plaintiff’s predecessors. 366 


Where no special injury is threatened, a temporary injunction will not be granted before 
trial. 393 
b. Damages. 


Court refuses punitive damages despite defendants’ wilful and fraudulent unfair competition 
in palming off. Punitive damage can only be recovered where plaintiff can show proof of actual 
damages. 84 


In absence of statute the function of a court of equity in the award of damages is confined to 
compensation and does not include the authority to award damages in the nature of a penalty. 
He who appeals to a court of equity for relief waives vindictive damages. 84 


In New York State Court accounting, reasonable fees paid by plaintiff to counsel and ac- 
countant are not ordered paid by defendant. Costs and allowances are controlled by statute and 
successful litigant may recover only costs so authorized. 210 
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